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Rules and Regulations 


Title 26 —INTERNAL REVENUE 

Chapter I—Internal Revenue Service, 
Department of the Treasury 
SUBCHAPTER A—INCOME TAX 
(TX>. 72031 

p ART ]— INCOME TAX; TAXABLE 

YEARS BEGINNING AFTER DECEM¬ 
BER 31, 1953 

Investment Credit 

On March 24, 1972, notice of proposed 
rule making with respect to the amend¬ 
ment of the Income Tax Regulations (26 
CFR Part 1) under sections 46-50, 167, 
169, and 1245 of the Internal Revenue 
Code of 1954 (relating to the investment 
credit) to reflect the changes made by 
section 101-108 of the Revenue Act of 
1971 (85 Stat. 498) was published in the 
Federal Register (37 P.R. 6094). After 
consideration of all such relevant matter 
as was presented by interested persons 
regarding the rules proposed, the amend¬ 
ment of the regulations as proposed is 
hereby adopted, subject to the changes 
set forth below: 

Paragraph 1. Section 1.46-2(g>, as set 
forth in paragraph 3 of the appendix to 
the notice of proposed rule making, is 
changed by deleting the last sentence of 
subdivision (c) of example (5). 

Par. 2. Section 1.48-4, as set forth in 
paragraph 12 of the appendix to the no¬ 
tice of proposed rule making, is changed 
by deleting “March 15, 1972" from the 
only sentence of paragraph (f) (2) and 
the first sentence of paragraph (g)(2) 
and inserting in lieu thereof “Octo¬ 
ber 24, 1972°. 

Par. 3. Paragraph 21 of the appendix 
to the notice of proposed rule making is 
renumbered as paragraph 13, the second 
word thereof is changed from “fifth’* 
to ‘ third”, and the third sentence of 
§ 1.48—4 (j) is changed by deleting 
“March 15, 1972” and inserting in lieu 
thereof "October 24, 1972”. 

Par. 4. Paragraphs 22 through 29 
of the appendix to the notice of pro¬ 
posed rule making are renumbered as 
paragraphs 14 through 21 respectively. 

(Secs. 38(b) (76 Stat. 963: 26 U.S.C. 38(b)), 
47(a) (76 Stat. 966: 26 U.S.C. 47(a)). 48(d) 
(85 Stat. 607; 26 U.S.C. 48(d)). and 7806 
(68A Stat. 917; 26 U.S.C. 7806), Internal Rev¬ 
enue Code of 1954) 

(sealI Johnnie M. Walters, 

Coxnmissioner of Internal Revenue. 

Approved: August 17, 1972. 

Frederic W. Hickman, 

Acting Assistant Secretary 
of the Treasury. 

§ 1.46 Statutory provisions; amount of 

credit* 

Sec. 46 Amount of credit. • • • 

(b) Carryback and carryover of unused 
credits —( 1 ) Allowance of credit. If the 


amount of the credit determined under sub¬ 
section (a)(1) for any taxable year exceeds 
the limitation provided by subsection (a) (2) 
for such taxable year (hereinafter In this 
subsection referred to as “unused credit 
year”), such excess shall be— 

(A) An Investment credit carryback to 
each of the 3 taxable years preceding the un¬ 
used credit year, and 

(B) An investment credit carryover to 
each of the 7 taxable years following the 
unused credit year, 

and shall be added to the amount allowable 
as a credit by section 38 for such years, ex¬ 
cept that such excess may be a carryback 
only to a taxable year ending after Decem¬ 
ber 31, 1961. The entire amount of the un¬ 
used credit for an unused credit year shall 
be carried to the earliest of the 10 taxable 
years to which (by reason of subparagraphs 
(A) and (B)) such credit may be carried, 
and then to each of the other 9 taxable years 
to the extent that, because of the limitation 
contained In paragraph (2), such unused 
credit may not be added for a prior taxable 
year to which such unused credit may be 
carried. In the case of an unused credit for 
an unused credit year ending before Jan¬ 
uary 1, 1971, which is an investment carry¬ 
over to a taxable year beginning after De¬ 
cember 31, 1970 (determined without regard 
to this sentence), this paragraph shall be 
applied by substituting “10 taxable years” 
for “7 taxable years” in subparagraph (B) 
and by substituting “13 taxable years” for 
“10 taxable years” and “12 taxable years” for 
“9 taxable years” in the preceding sentence. 


(3) Special rules for carryovers from pre - 
1971 unused credit years. The extent to which 
an investment credit carryover from ail un¬ 
used credit year ending before January 1, 
1971, may be added under paragraph (1) for 
a taxable year beginning after December 31, 
1970, shall be determined without regard to 
paragraph (2) (A). In determining the excess 
under paragraph (1) for any taxable year 
beginning after December 31, 1970, the limi¬ 
tation provided by subsection (a) (2) for 
such taxable year shall be reduced by the 
Investment credit carryovers from such un¬ 
used credit years (to the extent such unused 
credit may not be added for a prior taxable 
year). 


(6) Certain taxable years ending in 1969, 
1970, or 1971. The amount which may be 
added under this subsection for any taxable 
year beginning after December 31. 1968, and 
ending after April 18, 1969, and before Janu¬ 
ary 1, 1972, shall not exceed 20 percent of 
the higher of— 

(A) The aggregate of the Investment credit 
carrybacks and investment credit carryovers 
to the taxable year, or 

(B) The highest amount computed under 
subparagraph (A) for any preceding taxable 
year which began after December 31, 1968, 
and ended after April 18, 1969. 

In the case of a taxable year ending after 
August 15, 1971, and before January 1, 1972, 
the percentage contained In the preceding 
sentence shall be Increased by 6 percentage 
points for each month (or portion thereof) 
in the taxable year after August 15, 1971. 

(6) Additional 3-year carryover period in 
certain cases. Any portion of an Investment 
credit carryback or carryover to any taxable 
year beginning after December 31, 1968, and 


ending after April 18, 1969, and before Janu¬ 
ary 1, 1971, which— 

(A) May be added under this subsection 
under the limitation provided by paragraph 
(2). and 

(B) May not be added under the limita¬ 
tion provided by paragraph (6), 

shall be an Investment credit carryover to 
each of the 3 taxable years following the 
seventh taxable year after the unused credit 
year, and shall (subject to the provisions 
of paragraphs (1), (2). and (5)) be added 
to the amount allowable as a credit by sec¬ 
tion 38 for such years. 

(c) Qualified investment. • • • 

(2) Applicable percentage. For purposes of 
paragraph (1), the applicable percentage for 
any property shall be determined under the 
following table: 


The 

applicable 

If the useful life is — percent¬ 

age is — 


3 years or more but less than 6 66ri 

years _ 

6 years or more but less than 7 33 ^ 

years- 

7 years or more_ 100 


For the purposes of this subpart, the useful 
life of any property shall be the useful life 
used In computing the allowance for depreci¬ 
ation under section 167 for the taxable year 
in which the property is placed in service. 

(3) Public utility property. • • * 

(C) In the case of any Interest in a sub¬ 
marine cable circuit used to furnish tele¬ 
graph service between the United States and 
a point outside the United States of a tax¬ 
payer engaged In furnishing international 
telegraph service (if the rates for such fur¬ 
nishing have been established or approved 
by a governmental unit, agency, instrumen¬ 
tality, commission, or similar body described 
in subparagraph (B)) t the qualified invest¬ 
ment shall not exceed the qualified invest¬ 
ment attributable to so much of the interest 
of the taxpayer In the circuit as does not 
exceed 50 percent of all interests in the 
circuit. 

(4) (Deleted] 

(d) Limitations xcith respect to certain 
persons. • • • 

(3) Noncorporate lessors. A credit shall be 
allowed by section 38 to a person which Is 
not a corporation with respect to property 
of which such person is the lessor only if— 

(A) The property subject to the lease has 
been manufactured or produced by the lessor, 
or 

(B) The term of the lease (taking Into ac¬ 
count options to renew’) is less than 50 per¬ 
cent of the useful life of the property, and 
for the period consisting of the first 12 
months after the date on which the property 
is transferred to the lessee the sum of the 
deductions with respect to such property 
which are allowable to the lessor solely by 
reason of section 162 (other than rents and 
reimbursed amounts with respect to such 
property) exceeds 15 percent of the rental 
Income produced by such property. 

In the case of property of which a partner¬ 
ship is the lessor, the credit otherwise allow¬ 
able under section 38 with respect to such 
property to any partner which Is a corpora¬ 
tion shall be allowed notwithstanding the 
first sentence of this paragraph. For pur- 
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RULES AND REGULATIONS 


poses of this paragraph, an electing small 
business corporation (as defined In section 
1371) shall be treated as a person which U 
not a corporation. 

| Sec. 46 as added by sec. 2(b). Rev. Act 1962 
(76 Stat. 963); as amended by sec. 201(d) (4). 
Rev. Act 1964 (78 Stat. 32); sec. 3, Act of No¬ 
vember 8. 1966 (Public Law 89-800, 80 Stat. 
1514); sec. 2(a). Act of December 27, 1967 
(Public Law 90-225, 81 Stat. 731); secs. 301 
(b)(4). 401(e)(1), and 703(b), Tax Reform 
Act 1969 (83 Stat. 585, 603, and 666): secs. 
102(a)(1). (b). 105(b)(3), 106 (a), (b). (c). 
107(a), and 108(a), Rev. Act 1971 (85 Stat. 
499. 503. 506,507)) 

Par. 2. Section 1.46-1 is amended by 
adding the following new sentence at the 
end of paragraph (b)( 1 ): 

§ 1.16-1 Determination of amount. 

• • • * • 

(b) Limitation based on amount of 
tax —(1) In general. • • • For a taxable 
year beginning after December 31, 1970, 
such excess shall be determined by re¬ 
ducing the limitation described in this 
paragraph by the amount of any unused 
credit for a taxable year ending before 
January 1. 1971, which may, under sec¬ 
tion 46(b), be added to the amount al¬ 
lowable as a credit for such taxable year 
beginning after December 31, 1970. 


Par. 3. Section 1.46-2 is amended by 
revising subparagraphs (2) and (5) of 
paragraph (a), by adding paragraph 

(a) ( 6 ). by revising subparagraph ( 2 ) of 
paragraph (b), by adding paragraph 

(b) (3), and by revising examples (3) 
and (4) of and adding examples (5) and 
< 6 ) to paragraph (g). The revised and 
added provisions read as follows: 

§ 1,46—2 Carryback and carryover of un- 
uwtl credit, 

(a) * * * 

(2) Taxable years to which unused 
credit may be carried. Except as pro¬ 
vided in subparagraphs (3), (4), (5), and 
( 6 ) of this paragraph, an unused credit 
shall be an investment credit carryback 
to each of the 3 taxable years preceding 
the unused credit year and an investment 
credit carryover to each of the 7 taxable 
years (or 10 taxable years in cases to 
which subparagraph (5) or ( 6 ) of this 
paragraph applies) succeeding the un¬ 
used credit year. An unused credit must 
be carried first to the earliest of the 10 
(or 13) taxable years to which it may be 
carried, and then to each of the other 9 
(or 12 ) taxable years (in order of time) 
to the extent that the unused credit may 
not be added (because of the limitations 
contained in paragraph (b) of this sec¬ 
tion > to the amount allowable as a credit 
under section 38 for a prior taxable year. 
* • • • • 

(5) Additional 3-year carryover period 
in certain cases. Any portion of an un¬ 
used credit which is an investment 
credit carryback or carryover to any 
taxable year beginning after Decem¬ 
ber 31, 1968, and before January 1, 
1971, and ending after April 18, 1969, 
and which may be added to the amount 
allowable as a credit for such taxable 
year under the limitation provided In 


subparagraph ( 1 ) of paragraph (b) of 
this section but may not be added solely 
because of the limitation provided in 
subparagraph ( 2 ) of such paragraph 
shall be an investment credit carryover 
to each of the 10 taxable years succeed¬ 
ing the unused credit year. If a portion of 
an unused credit from any particular 
unused credit year is, under tills sub- 
paragraph, an investment credit carry¬ 
over to each of the 10 taxable years suc¬ 
ceeding such unused credit year, and 
if a part of such unused credit may, un¬ 
der paragraph (bXl) of this section, be 
added to the amount allowable as a 
credit under section 38 for any of the 7 
taxable years succeeding such unused 
credit year, such part shall be con¬ 
sidered to consist of ratable portions of 

(i) the portion of such unused credit 
which is an investment credit carryover 
to each of the 10 taxable years succeed¬ 
ing such unused credit year, and (ii) the 
remainder of such unused credit (i.e. t the 
portion of such unused credit which is 
an investment credit carryover to each 
of the 7 taxable years succeeding such 
unused credit year). 

( 6 ) Extension of carryover period. Any 
portion of an unused credit from an 
unused credit year ending before Janu¬ 
ary 1 , 1971, which, without regard to this 
subparagraph, may be carried over to a 
taxable year beginning after Decem¬ 
ber 31, 1970, under subparagraph (2) of 
this paragraph shall be an investment 
credit cany over to each of the 10 tax¬ 
able years succeeding the unused credit 
year. 

(b) * * • 

(2) Taxable years beginning after De¬ 
cember 31, 1968, and ending after April 
18, 1969, and before January 1, 1972. The 
total amount of investment credit carry¬ 
overs and carrybacks which may be ad¬ 
ded to the amount allowable as a credit 
under section 38 for any taxable year 
beginning after December 31, 1968, and 
ending after April 18. 1969, and before 
January 1, 1972, shall not exceed 20 
percent of the higher of (i) the aggre¬ 
gate of the investment credit carryovers 
and carrybacks to the taxable year, or 

(ii) the aggregate of the investment 
credit carryovers and carrybacks to any 
preceding taxable year that began after 
December 31, 1968, and ended after April 
18. 1969. In the case of a fractional 
part of a year which is considered as a 
taxable year under sections 441(b) and 
7701(a)(23), the preceding sentence 
shall be applied by substituting for 
20 percent the percentage determined by 
multiplying 1 % percent by the number 
of calendar months (or portions there¬ 
of) included in such taxable year. In the 
case of a taxable year ending after Au¬ 
gust 15. 1971, and before January 1, 
1972, the preceding sentences shall be 
applied by increasing the percentage de¬ 
termined thereunder by 6 percentage 
points for each calendar month (or por¬ 
tion thereof) in the taxable year after 
August 15. 1971. For purposes of this 
subparagraph, the investment credit 
carrybacks to a taxable year shall be de¬ 
termined without regard to subpara¬ 
graph ( 3 ) of this paragraph and the last 


sentence of paragraph (b) (1) of 5 1.46-1 

(3) Special rule for carryovers from 
pre-1971 unused credit years . In the case 
of an unused credit arising in an unused 
credit year ending before January i 
1971, w'hich may be carried to a taxable 
year beginning after December 31, 1970, 
the amount which may be added to the 
amount allowable as a credit for such 
succeeding taxable year shall be deter¬ 
mined without regard to the credit 
earned for such succeeding year. Thus, 
in determining the amount, if any, of an 
unused credit from a particular unused 
credit year ending before January l, 

1971, which shall be added to the amount 
allowable as a credit for a taxable year 
beginning after December 31, 1970, only 
unused credits originating in taxable 
years prior to the particular unused 
credit year shall be applied against the 
limitation based on amount of tax for 
such succeeding taxable year and the 
credit earned for such succeeding year 
shall not be so applied. 

• • * • « 

(g) Examples. * • • 

Example (3). A. a calendar year taxpayer, 
ha s a total of $500 in investment credit car¬ 
ryovers to 1969. composed of a $150 unused 
credit from 1962 and a $350 unused credit 
from 1968. A's limitation based on amount of 
tax for 1969 is $135. Under paragraph (b) 
(2) of this section, A is limited to the use of 
only $100 ( 20 percent of $500) of hts unused 
credits in 1969. Since, in the absence of the 
20-percent limitation, A could have used $135 
of the carryover from 1962, $35 of such car¬ 
ryover the portion that cannot be used 
in 1969 solely because of the 20-percent lim¬ 
itation) qualifies for the additional 3-year 
carryover period provided in paragraph (a) 
(5) of this section. 

Example (4). The facts are the same as in 
example (3) except that in 1972 A places in 
service property eligible for the investment 
credit producing a credit earned of $300. A 
had no credit earned or tax liability in 1970 
and 1971. A*s tax liability In 1972 Is $100 
Under paragraph (b) (2) of this section, the 
limitation on the use of carryovers and car¬ 
rybacks to 1969 Is retroactively increased to 
$140, l.e., 20 percent of $700, the sum of $500 
in carryovers and $200 in carrybacks to 1969. 
(The amount of the carryback from 1972 is 
determined without regard to the carryovers 
from 1962 and 1968 that may be carried to 

1972. ) Therefore, an additional $35 of the 
carryover from 1962 becomes usable In 1969. 
Since the remaining $15 of the carryover 
from 1962 is not usable because of the limi¬ 
tation provided in paragraph (to) (1) of this 
section, such $15 amount does not qualify 
for the additional 3-year carryover period 
provided in paragraph (a) (5) of this section. 

Example (5). (a) B, a calendar year tax¬ 
payer that began business on January 1, 
1970, has the following amounts of liability 
for tax and credit earned for its taxable 
years 1970, 1971, and 1972. 


Taxable year Credit Liability 

earned (or fcu 


1070 .. 

1971.. 

1972.. 


$1,000 

400 

1,000 


$300 

600 

1.300 


(b) For 1970, B has an unused credit ot 
$700. the excess of $1,000 (the credit earned) 
over $300 (the limitation based on amount 
of tax), which, under paragraph (a)(6) « 
this section, is an Investment credit carry 
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over to the 10 taxable years succeeding 1970. 

(c) Under paragraph (b) (3) of this sec¬ 
tion, all $700 of the unused credit for 1970 
is carried to 1971 and is added to the amount 
allowable as a credit for 1971 before any of 
the $400 credit earned for 1971 Is so allow¬ 
able. However, under paragraph (b)(2) of 
this section, only 50 percent (l.e., 20 percent 
plus 6 percent for each of the five full or 
partial months In the taxable year after 
August 15, 1971) of the $700 unused credit 
for 1970, or $350, may be added to the amount 
allowable as a credit for 1971. Accordingly, 
$250 of the credit earned for 1971 (the ex¬ 
cess of $600 (the limitation based on amount 
of tax for 1971) over $350 (the portion of 
the unused credit for 1970 which may be 
added to the amount allowable for 1971)) 
may be added to the amount allowable for 
1971. Thus, for 1971, B has an unused credit 
of $160. the excess of $400 (the credit earned 
for 1971) over $250 (the excess of the limita¬ 
tion based on amount of tax for 1971 over 
the portion of the unused credit for 1970 
which may be added to the amount allow¬ 
able for 1971). In addition, the remaining 
$350 of the unused credit for 1970 may be 
carried to 1972. 

(d) (1) B has no unused credit for 
1972 without regard to paragraph (b) (3) of 
this section and the last sentence of para¬ 
graph (b)(1) of 8 1.46-1, since the limita¬ 
tion based on amount of tax for 1972 ex¬ 
ceeds the credit earned for 1972. Thus, for 
purposes of paragraph (b) (2) of this section, 
the aggregate of the Investment credit carry¬ 
overs and carrybacks to 1971 continues to be 
$700. The limitation under paragraph (b) (2) 
of this section on the portion of the unused 
credit for 1970 which may be added to the 
amount allowable for 1971 continues to be 
$350. 

(2) Under paragraph (b) (3) of this sec¬ 
tion, the remaining $350 of the unused credit 
for 1970 is added to the amount allowable 
as a credit for 1972 before any of the $1,000 
credit earned for 1972 is so allowable. How’- 
ever, the remaining $150 carryover from 
1971 may not be added to the amount allow¬ 
able as a credit for 1972 until after the 
credit earned In 1972 Is so added. Accord¬ 
ingly, $850 of the credit earned for 1972 (the 
excess of $1,200 (the limitation based on 
amount of tax) over $350 (the unused credit 
for 1970 which is added to the amount al¬ 
lowable for 1972)) may be added to the 
amount allowable for 1972. B thus has an 
unused credit of $150 for 1972, the excess 
of $1,000 (the credit earned for 1972) over 
$850 (the excess of the limitation based on 
amount of tax for 1972 over the portion of 
the unused credit for 1970 which Is added 
to the amount allowable for 1972), and In 
addition, the $150 unused credit for 1971 
remains as a carryover to years subsequent 
to 1972. 

Example {$). (a) The facts are the same 
*s In example (5) except that B’s liability 
for tax for 1971 and 1972 is $1,200 and $600, 
respectively. 

(b) For 1970, B has an unused credit of 
$700 which is an Investment credit carry¬ 
over to the 10 taxable years succeeding 1970. 
See paragraph (b) of example (5). 

(c) Under paragraph (b) (3) of this sec¬ 
tion, all $700 of the unused credit for 1970 
is carried to 1971 and is added to the amount 
allowable as a credit for 1971 before any of 
the $400 credit earned for 1971 Is so allow¬ 
able. However, under paragraph (b)(2) of 
this section only $350 of the unused credit 
for 1970 may be added to the amount allow¬ 
able for 1971. Accordingly, the entire $400 
credit earned for 1971 may be added to the 
amount allowable for 1971 since it is lees 
than $850, the excess of $1,200 (the 11m- 
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itation based on amount of tax) over $350 
(the portion of the unused credit for 1970 
which may be added to the amount allow¬ 
able for 1971). Thus, B has no unused credit 
for 1971. 

(d) (1) The amount of B*s unused credit 
for 1972 and carryback to 1971 without re¬ 
gard to paragraph (b) (3) of this section 
and the last sentence of paragraph (b) (1) of 
5 1.40-1 is $400, the excess of $1,000 (the 
credit earned for 1972) over $000 (the limita¬ 
tion based on amount of tax for 1972). Thus, 
for purposes of paragraph (b) (2) of this sec¬ 
tion, the aggregate of the investment credit 
carryovers and carrybacks to 1971 is $1,100. 
the sum of the $700 carryover from 1970 to 
1971 and the $400 carryback from 1972 to 
1971. Thus, under paragraph (b)(2) of this 
section, the portion of the unused credit for 
1970 which may be added to the amount al¬ 
lowable for 1971 Is Increased from $350 to $560 
(50 percent of $1,100). The entire $400 credit 
earned for 1971 may continue to be added to 
the amount allowable for 1971 since It Is less 
than $650, the excess of $1,200 (the limita¬ 
tion based on amount of tax for 1971) over 
$550 (the recomputed portion of the unused 
credit for 1970 which may be added to the 
amount allowable for 1971), and B thus has 
no unused credit for 1971. 

(2) Under paragraph (b) (3) of this sec¬ 
tion, the remaining $150 of the unused credit 
for 1970 is added to the amount allowable 
as a credit for 1972 before any of the $1,000 
credit earned for 1972 Is so allowable. Ac¬ 
cordingly, $450 of the credit earned for 1972 
(the excess of $600 (the limitation based on 
amount of tax for 1972) over $150 (the un¬ 
used credit for 1970 which is added to the 
amount allowable for 1972)) may be added 
to the amount allowable for 1972. 

(3) B thus has an unused credit of $550 
for 1972, the excess of $1,000 (the credit 
earned for 1972) over $450 (the excess of the 
limitation based on amount of tax for 1972 
over the portion of the unused credit for 
1970 which Is added to the amount allow¬ 
able for 1972). 

• • • • • 

Par. 4. Section 1.46-3 is amended by 
revising paragraph (b), by redesignating 
subparagraph (1) of paragraph (e) as 
subparagraph (1) (i) and adding a new 
subdivision (il), by adding paragraph 
(e) (7), by revising paragraph (f) (2) (ill) 
(b), by adding subparagraph (5) to 
paragraph (g), and by revising so much 
of paragraph (h)(1) (i) as precedes (a) 
thereof. The revised and added provi¬ 
sions read as follows: 

§1.46—3 Qualified investment. 

• • • • • 

(b) Applicable percentage. The appli¬ 
cable percentage to be applied to the 
basis (or cost) of property is 33 % per¬ 
cent If the estimated useful life of the 
property is 3 years or more but less than 
5 years; 66% percent if the estimated 
useful life is 5 years or more but less than 
7 years; or 100 percent if the estimated 
useful life is 7 years or more. In the case 
of property which is not described in sec¬ 
tion 50, the preceding sentence shall be 
applied by substituting “4 years" for “3 
years". 4 ‘6 years" for "5 years", and "8 
years" for "7 years". The provisions of 
this paragraph may be illustrated by the 
following example: 

Example. Corporation Y acquires and 
places In service during 1972 the following 
new and used section 38 properties: 
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Property 

Estimated useful 

fis 

Basis 
(or cost) 

A (new)... 

B (new).... 

. 10 years.. .......... 

960,000 

<jo.ooo 

C (new)...__ 

... 6 years... 

.. 150.000 

30,000 

D (usca).. 



Corporation Y’a qualified investment for 
1972 is $220,000 determined in the following 
manner: 


Property 

Basis (or 

Applicable 

Qualified 


oost) 

percentage 

investment 

A. 

$60,000 

33*i 

$20,000 

B. 

90.000 

100 

90,000 

C. 

150,000 

60T5 

100. ouo 

D. 

30,000 

33)5 

10,000 

Total.... 



220,000 

• 

• 

• • 

• 


(e) • • • 

(l) • • • 

(ii) Except as provided in subpara¬ 
graph (7), this paragraph shall not apply 
to property described in section 50. 

• • • • • 

(7) Section 50 property . (i) The pro¬ 
visions of this subparagraph and sub- 
paragraphs (4) and ( 6 ) of this para¬ 
graph shall apply to property which is 
described in section 50. 

(ii) The estimated useful life of prop¬ 
erty for purposes of computing qualified 
investment shall be the useful life used 
or to be used by the taxpayer in comput¬ 
ing the allowance for depreciation with 
respect to such property under section 
167 for the taxable year in which the 
property is placed in service. Thus, if 
property is placed in service by a tax¬ 
payer in a taxable year but the period 
for depreciation with respect to such 
property does not begin until a succeed¬ 
ing taxable year (see paragraph (d)( 1 ) 
of this section), the estimated useful 
life for purposes of computing qualified 
Investment must be the estimated useful 
life that the taxpayer uses in computing 
the allowance for depreciation. See sub¬ 
division (iv) of this subparagraph for 
rules for determining the estimated use¬ 
ful life of property with respect to which 
the allowance for depreciation under sec¬ 
tion 167 Is computed under the unit of 
production method, the income-forecast 
method, or any other method which does 
not measure the useful life of the prop¬ 
erty in terms of years. 

(iii) (a) The estimated useful life of 
any section 38 property to which an elec¬ 
tion under section 167(m) applies shall 
be the asset depreciation period selected 
for such property under 8 1.167 (a)-11 
(b)(4), whether or not such property 
constitutes mass assets (as defined In 
§ 1.47-1 (e) (4)). 

(b) The estimated useful life of any 
section 38 property to which an election 
under section 167 (m) does not apply and 
which is placed in a multiple asset ac¬ 
count for which a group, classified, or 
composite rate Is used in computing 
depreciation (or in single asset accounts 
for which an average life rate is used) 
shall be determined individually for each 
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asset on the best estimate obtainable on 
the basis of all the facts and circum¬ 
stances. The individual estimated useful 
life for each asset placed in a multiple 
asset account (including a mass asset 
account) must be the same as the useful 
life of such asset used in determining 
the group, classified, or composite life for 
the account for purposes of computing 
depreciation. The individual estimated 
useful lives of assets similar in kind may 
be determined in accordance with sub¬ 
divisions (ii) and (iv) of subparagraph 
(3) of this paragraph. In the case of 
mass assets, subdivision (ill) of subpara¬ 
graph (3) of this paragraph shall apply. 

(iv) LReservedl 

(f) • • • 

( 2 ) • • • 

(iii) • • • 

(t>) Under the partnership agreement, 
such partner will retire from the partner¬ 
ship during the taxable year or within 7 
years after the end of such year; and 

• • • • • 

(g) * • • 

(5) In the case of any interest in a 
submarine cable circuit which is prop¬ 
erty described in section 50 used to 
furnish telegraph service between the 
United States and a point outside the 
United States of a taxpayer engaged in 
furnishing international telegraph serv¬ 
ice (if the rates for such furnishing have 
been established or approved by a gov¬ 
ernmental unit, agency, instrumentality, 
commission, or similar body described in 
subparagraph (2) of this paragraph), the 
qualified investment shall not exceed the 
qualified investment attributable to so 
much of the interest of the taxpayer in 
the circuit as does not exceed 50 percent 
of all interests in the circuit. 

(h) Certain replacement property. (1) 

(i) If section 38 property is placed in 
service by the taxpayer to replace prop¬ 
erty (whether or not section 38 property) 
similar or related in service or use, which 
was destroyed or damaged before Au¬ 
gust 16,1971, by fire, storm, shipwreck, or 
other casualty, or was stolen before such 
date, then for purposes of paragraph (a) 
of tills section the basis (or cost) of the 
replacement section 38 property other¬ 
wise determined under paragraph (c) 
of this section shall be reduced by an 
amount equal to the lesser of— 

• • • • • 

Par. 5. Section 1.46-4 is amended by 
adding paragraph (d) to read as follows: 

§ 1,46—4 Limitations with respect to cer¬ 
tain persons. 

• • * • • 

(d) Noncorporate lessors . (1) In the 
case of a lease entered into after Sep¬ 
tember 22, 1971, a credit is allowed under 
section 38 to a noncorporate lessor of 
property with respect to the leased prop¬ 
erty only if— 

(i) Such property has been manufac¬ 
tured or produced by the lessor in the 
ordinary course of his business, or 

(ii) The term of the lease (taking Into 
account any options to renew) is less 
than 50 percent of the estimated useful 
life of the property (determined under 
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§ 1.46-3 (e)), and for the period consist¬ 
ing of the first 12 months after the date 
on which the property is transferred to 
the lessee the sum of the deductions with 
respect to such property which are al¬ 
lowable to the lessor solely by reason of 
section 162 (other than rents and reim¬ 
bursed amounts with respect to such 
property) exceeds 15 percent of the 
rental income produced by such property. 

In the case of property of which a part¬ 
nership is the lessor, the credit otherwise 
allowable under section 38 with respect 
to such property to any partner which is 
a corporation shall be allowed notwith¬ 
standing the first sentence of this sub- 
paragraph. For purposes of tills subpar¬ 
agraph, an electing small business cor¬ 
poration (as defined in section 1371) 
shall be treated as a person which is not 
a corporation. This paragraph shall not 
apply to property used by the taxpayer in 
his trade or business (other than the 
leasing of property) for a period of at 
least 24 months preceding the day on 
which any lease of such property is en¬ 
tered into. 

(2) For purposes of subparagraph (1) 
( 11 ) of this paragraph, if at the time the 
lessor files his income tax return for the 
taxable year in which the property is 
placed in service, the lessor is unable to 
show that the more-than-15-percent test 
has been satisfied, then no credit may 
be claimed by the lessor on such return 
with respect to such property unless (i) 
taking into account the lessor’s obliga¬ 
tions under the lease it is reasonable to 
believe that the more-than-15-percent 
test will be satisfied, and (ii) the lessor 
files a statement with his return from 
which it may be determined that he ex¬ 
pects to satisfy the more-than-15-per- 
cent test. If the more-than-15-percent 
test is not satisfied with respect to the 
property, the taxpayer must file an 
amended return for the year in which 
the property is placed in service. 

(3) (i) The more-than-15-percent test 
described in subparagraph ( 1 ) (ii) of tills 
paragraph is based on the relationsliip of 
the expenses of the lessor relating to or 
attributable to the property to the gross 
income from rents of the taxpayer pro¬ 
duced by the property. The test is ap¬ 
plied with respect to such expenses and 
gross income as are properly attributable 
to the period consisting of the first 12 
months after the date on which the prop¬ 
erty is transferred to the lessee. When 
more than one property is subject to a 
single lease and, pursuant to subpara¬ 
graph (4) of this paragraph, the arrange¬ 
ment is considered to be a separate lease 
of each property, the test is applied sep¬ 
arately to each such lease by making an 
apportionment of the payments received 
and expenses incurred with respect to 
each such property, considering all rel¬ 
evant factors. Such apportionment is 
made in accordance with any reasonable 
method selected and consistently ap¬ 
plied by the taxpayer. For example, un¬ 
der subparagraph (4) of this paragraph, 
where a taxpayer leases an airplane 
which he owns to an airline along with 
a baggage truck, he is treated as having 
made two separate leases, one covering 


the airplane and one covering the bag- 
gage truck. Thus, the test will be ap¬ 
plied by apportioning the related income 
and expenses between the two leases 
Similarly, w'here a taxpayer leases a fac¬ 
tory building erected by him containing 
section 38 property (machinery and 
equipment), the test will be applied to 
the taxpayer as though he had leased (to 
the lessee) the building and the section 
38 property separately. Thus, the rental 
income and expenses are apportioned be¬ 
tween the building and the section 38 
property. 

(ii) Only those deductions allowable 
solely by reason of section 162 are taken 
into account in applying the more-than- 
15-percent test. Hence, depreciation al¬ 
lowable by reason of section 167 (includ¬ 
ing amortization allowable in lieu of 
depreciation); interest allowable by 
reason of section 163; taxes allowable 
by reason of section 164; and depletion 
allowable by reason of section 611 are 
examples of deductions which are not 
taken into account in applying the test. 
Moreover, rents and reimbursed amounts 
paid or payable by the lessor are not 
taken into account notwithstanding that 
a deduction in respect of such rents or 
reimbursed amounts is allowable solely 
by reason of section 162. For purposes 
of this paragraph, a reimbursed amount 
is any expense for which the lessee or 
some other party is obligated to reim¬ 
burse the lessor. Section 162 expenses 
paid or payable by any person other 
than the lessor are not taken into ac¬ 
count unless the lessor is obligated to 
reimburse the person paying the ex¬ 
pense. Further, if the lessee is obligated 
to pay to the lessor a charge for services 
which is separately stated or determina¬ 
ble, the expenses incurred by the lessor 
with respect to those services are not 
taken into account. 

(iii) For purposes of the more-than- 
15-percent test, the gross income from 
rents of the lessor produced by the prop¬ 
erty is the total amount which is payable 
to the lessor by reason of the lease agree¬ 
ment other than reimbursements of sec¬ 
tion 162 expenses and charges for serv¬ 
ices which are separately stated or 
determinable. The fact that such amount 
depends, in w*hole or in part, on the sales 
or profits of the lessee or the perform¬ 
ance of significant services by the lessor 
shall not affect the characterization of 
such amounts as gross income from rents 
for purposes of tills paragraph. Gross 
income from rents also includes any 
taxes imposed on the lessor by local law 
but which are paid directly by the lessee 
on behalf of the lessor. 

(4) For purposes of determining 
under this paragraph whether property 
is subject to a lease, the provisions of 
§ 1.57-3(d) (1) (relating to definition of 
a lease) shall apply. If a noncorporate 
lessor enters into two or more successive 
leases with respect to the same or sub¬ 
stantially similar items of section 38 
property, the terms of such leases shall 
be aggregated and such leases shall be 
considered one lease for the purpose of 
determining whether the term of such 
leases is less than 50 percent of the esti- 
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mated useful life of the property subject 
to such leases. Thus, for example, if an 
individual owns an airplane with an 
estimated useful life of 7 years and enters 
into three successive 3-year leases of 
such airplane, such leases will be con- 
cdered to be one lease for a term of nine 
years for the purpose of determining 
whether the term of the lease is less 
than 3& years <50 percent of the 7-year 
estimated useful life). 

Par. 6 . Section 1.47 is amended by de¬ 
leting paragraphs (4) and (5) of section 
47(a), by revising section 47(a)(6)(A), 
and by revising the historical note. The 
revised provisions read as follows: 


§ 1.47 Statutory provision* ; certain dis¬ 
positions, etc., of section 38 property. 

Sec 47. Certain dispositions, etc., of sec¬ 
tion 38 property — (a) General rule. • • • 

(4) [Deleted] 

(5) [Deleted] 

(6) Aircraft used outside the United 
States after April 18, 1969 —(A) General 
rule. Any aircraft which was new section 38 
property for the taxable year in which it was 
placed in service and which Is used outside 
the United States under a qualifying lease or 
leases shaU be treated as not ceasing to bo 
Bection 38 property by reason of such use 
until such aircraft has been so used for a 
period or periods exceeding 3*4 years in 
total. For purposes of the preceding sen¬ 
tence. the registration of such aircraft un¬ 
der the laws of a foreign country shall be 
treated as use outside the United States. 


• * > * • • 

[Sec. 47 as added by sec. (2) (b). Rev. Act 
19G2 (76 Stat. 963); as amended by sec. 703 
(c), Tax Reform Act 1969 (83 Stat. 666); sec. 
1 , Public Law 91-676 (84 Stat. 2060); secs. 
102(c) and 107 (a) and (b). Rev. Act 1971 
(85 Stat. 600, 507) ] 

Par. 7. Section 1.47-1 is amended by 
revising paragraph (a) (2) (1>, by adding 
subdivision (iii) to paragraph (a) (2), by 
revising so much of paragraph (e) (2) 
01) as precedes subdivision (a), by add¬ 
ing a new sentence at the end of para¬ 
graph (e) (2) (iii). by adding a new- sen¬ 
tence at the end of paragraph (e) (2) (iv), 
by adding subdivision (vi) to paragraph 
(e)(2), and by revising paragraph (f). 
The revised and added provisions read as 
follows: 


§ 1.47—1 Rcroinpiilation of crcdil al¬ 
lowed by section 38. 

(a) * • • 

(2) Rules for applying subparagraph 
(1). For purposes of subparagraph (1) 
of this paragraph— 

(i) In determining whether section 38 
property is disposed of, or otherwise 
ceases to be section 38 property with 
respect to the taxpayer, before the close 
of the estimated useful life which was 
taken into account in computing the 
taxpayer’s qualified investment, the term 
“estimated useful life” means the short¬ 
est life of the useful life category within 
which falls the estimated useful life 
which was assigned to such property 
under paragraph (e) of § 1.46-3. Thus, 
section 38 property which is assigned, 
under paragraph (e) of § 1.46-3, an esti¬ 
mated useful life of 6 years shall not be 
treated, for purposes of subparagraph 
(1) of this paragraph, as having been 


disposed of before the close of Its esti¬ 
mated useful life if such property is sold 
5 years (that is, the shortest life of the 
5 years or more but less than 7 years 
useful life category) after the date on 
w T hich it was placed in service. Likewise, 
section 38 property with an estimated 
useful life of 15 years which is placed 
in service on January 1, 1972. shall not 
be treated as having been disposed of 
before the close of its estimated useful 
life if such property is sold at any time 
after January 1, 1979 (that is, 7 years 
or more after the date on which it was 
placed in service). 

* * * • * 

(iii) In determining the recomputed 
qualified investment with respect to 
property which ceases to be section 38 
property with respect to the taxpayer 
after August 15, 1971, or w’hich becomes 
public utility property after such date, 
such property shall be treated as if it 
were property described in section 50 at 
the time is was placed in service (whether 
or not it w f as property described in sec¬ 
tion 50 at such time). Thus, if property 
was placed in service on October 15,1968, 
and was assigned an estimated useful 
life of 4 years, there would be no increase 
in tax under section 47 if the property 
were disposed of at any time after Octo¬ 
ber 14,1971, that is, 3 years or more after 
the property was placed in service. 

• • • • • 

(e) • • • 

( 2 ) • • • 

(ii) Subdivision (i) of this subpara¬ 
graph shall not apply with respect to 
assets placed in service in a taxable year 
ending on or after June 30. 1967, and 
beginning before January 1,1971, or with 
respect to assets placed in service for a 
taxable year beginning after December 
31, 1970, for which the taxpayer has not 
made the election provided by section 
167(m), unless the estimated useful lives 
which were assigned to such assets for 
purposes of determining qualified in¬ 
vestment— 


(iii) * In the case of a table which 
is to apply to property which is de¬ 
scribed in section 50 or to property 
which is treated as property described 
in section 50 under paragraph (a)(2) 
(iii) of this section, this subdivision shall 
be applied by substituting ”3 years” for 
”4 years”, ”5 years” for ”6 years”, and 
”7 years” for ”8 years”. 

(iv) • • • In the case of property 
which is described in section 50 or prop¬ 
erty which is treated as property de¬ 
scribed in section 50 under paragraph 
(a) (2) (iii) of this section (other than 
property the qualified investment with 
respect to which was determined by use 
of the standard or an appropriate mor¬ 
tality dispersion table), this subdivision 
shall be applied by substituting “3-year 
period” for ”4-year period”, “5-year pe¬ 
riod” for “6-year period”, and ‘‘7-year 
period” for “8-year period ”. 

• • • • • 

(vi) Subdivision (1) of this subpara¬ 
graph shall not apply with respect to sec¬ 


tion 38 property to which an election 
under section 167(m) applies unless the 
taxpayer assigns actual retirements of 
such section 38 property for all taxable 
years to the same vintage account for 
purposes of section 47 and for purposes 
of computing the allowance for deprecia¬ 
tion under section 167. The assignment 
of actual retirements of section 38 prop¬ 
erty for a taxable year to particular vin¬ 
tage accounts may be made on the basis 
of an appropriate mortality dispersion 
table (based on an acceptable sampling 
of the taxpayer’s actual experience or 
other statistical or engineering tech¬ 
niques) or on the basis of a standard 
mortality dispersion table prescribed by 
the Commissioner. If the taxpayer as¬ 
signs actual retirements for any taxable 
year to particular vintage accounts on 
the basis of such standard mortality dis¬ 
persion table, actual retirements for all 
subsequent taxable years must be as¬ 
signed to particular vintage accounts on 
the basis of such table. Actual retire¬ 
ments of section 38 property for a tax¬ 
able year shall be assigned to particular 
vintage accounts by— 

(a) Determining the expected retire¬ 
ments for such taxable year from each 
vintage account containing such section 
38 property, and 

(5) Ratably allocating such actual re¬ 
tirements to each vintage account con¬ 
taining such section 38 property. 

However, the unadjusted basis of retired 
assets assigned to any particular vintage 
account shall not exceed the unadjusted 
basis of the property contained in such 
account. 


(f) Public utility property —(1) Re¬ 
computed qualified investment. In re¬ 
computing qualified investment with re¬ 
spect to section 38 property which 
becomes public utility property (as de¬ 
fined in paragraph (g) of § 1.46-3) — 

(i) If such property becomes public 
utility property less than 3 years from 
the date on which it wras placed in serv¬ 
ice, then such property shall be treated 
as public utility property for its entire 
useful life. 

(ii) If such property becomes public 
utility property 3 years or more but less 
than 5 years from the date on which it 
was placed in service, then such property 
shall be treated as section 38 property 
which is not public utility property for 
the first 3 years of its estimated useful 
life and as public utility property for the 
remaining period of its estimated useful 
life. 

(iii) If such property becomes public 
utility property 5 years or more but 
less than 7 years from the date on 
which it was placed in service, then such 
property shall be treated as section 38 
property which is not public utility prop¬ 
erty for the first 5 years of its estimated 
useful life and as public utility property 
for the remaining period of its estimated 
useful life. 

If property becomes public utility prop¬ 
erty before August 16,1971, this subpara¬ 
graph shall be applied by substituting “4 
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years” for ”3 years”, ”6 years” for ”5 
years”, and ”8 years” for “7 years”. 

(2) Examples. Subparagraph (1) of 
this paragraph may be illustrated by 
the following examples: 

Example (I). (1) X Corporation, which 
makes Its returns on the basis of the calen¬ 
dar year, acquired and placed In service on 
January 1, 1969, an Item of section 38 prop¬ 
erty with a basis of $12,000 and an esti¬ 
mated useful life of 8 years. The amount of 
qualified Investment with respect to such 
property was $12,000. For the taxable year 
1969, X Corporation’s credit earned was $840 
(7 percent of $12,000) and for such taxable 
year X Corporation was allowed under sec¬ 
tion 38 a credit of $840 against its liability 
for tax. During the taxable year 1972 such 
property becomes public utility property (as 
defined In paragraph (g) of § 1.46-3) with 
respect to X Corporation. 

(11) Such item of section 38 property Is 
treated as section 38 property which is not 
public utility property for the first 3 years 
of its 8-year estimated useful life and Is 
treated as public utility property for the re¬ 
maining 5 years. The recomputed qualified 
investment with respect to such item of sec¬ 
tion 38 property is $7,428, computed as 
follows: 

$12,000 basis x 33 Vi percent applicable 


percentage_$4,000 

$12,000 basis X 3* X 66% percent ap¬ 
plicable percentage- 3.428 


Total recomputed qualified in¬ 
vestment _ 7,428 


X Corporation’s recomputed credit earned 
for the taxable year 1969 is $520 (7 percent 
of $7,428). The income tax imposed by chap¬ 
ter 1 of the Code on X Corporation for the 
taxable year 1972 is increased by the $320 de¬ 
crease in its credit earned for the taxable 
year 1969 (that is, $840 original credit earned 
minus $520 recomputed credit earned). 

Example (2). (i) The facts are the same as 
in example (1) and in addition the item of 
section 38 property which became public 
utility property in 1972 is sold to Y Corpora¬ 
tion on January 2, 1976. 

(il) The actual useful life of such item of 
property is 6 years. For the first 3 years of its 
8-year estimated useful life such item Is 
treated as section 38 property which is not 
public utility property and for the remain¬ 
ing 3 years is treated as public utility prop¬ 
erty. The recomputed qualified investment 
with respect to such item of property is 
$5,714, computed as follows: 


$12,000 basis X 33% percent applica¬ 
ble percentage-$4,000 

$12,000 basis X % X 33% percent ap¬ 
plicable percentage- 1, 714 


Total recomputed qualified in¬ 
vestment _ 5,714 


X Corporation’s recomputed credit earned for 
the taxable year 1969 is $400 ( 7 percent of 
$5,714). The income tax imposed by chapter 
1 of the Code on X Corporation for the 
taxable year 1975 is increased by $120 (that 
is, $440 ($840 original credit earned minus 
$400 recomputed credit earned) minus $320 
increase in tax for 1969). 

g 1.47-2 [Amended] 

Par. 8 . Paragraph (c)(1) of §1.47-2 
Is amended by deleting ”4 years” and 
inserting in lieu thereof ”3 years”. 

§ 1.47—3 [Amended] 

Par. 9. Section 1.47-3 is amended as 
follows: 

1. Paragraph (c)(1) is amended to 
read as follows. 


RULES AND REGULATIONS 

(c) Property destroyed by casualty — 
(1) Dispositioris after April 18, 1969. 
Notwithstanding the provisions of § 1.47- 
2 , relating to “disposition” and “cessa¬ 
tion”, paragraph (a) of § 1.47-1 shall not 
apply to property which, after April 18, 
1969, and before August 16, 1971, is dis¬ 
posed of or otherwise ceases to be section 
38 property with respect to the taxpayer 
on account of its destruction or damage 
by flie, storm, shipwreck, or other casu¬ 
alty, or by reason of its theft. 

2. The example in paragraph (h)(1) 
(ii) of § 1.47-3 is amended by deleting 
“January 15, 1972” and inserting in lieu 
thereof “January 15, 1971”. 

Par. 10. Section 1.48 is amended by re¬ 
vising paragraph (1) of section 48(a), by 
striking out “and” at the end of para¬ 
graph (2) (B) (vi) of section 48(a), by 
striking out the period at the end of para¬ 
graph (2)(B)(vii) of section 48(a) and 
inserting in lieu thereof a semicolon, by 
adding subdivisions (viii), (ix) f and (x) 
at the end of paragraph (2) (B) of sec¬ 
tion 48(a), by revising paragraphs (3), 
(5), and ( 6 ) of section 48(a), by adding 
paragraphs (7), ( 8 ), and (9) to section 
48<a>, by revising section 48(d), and by 
revising the historical note. The revised 
and added provisions read as follows: 

§ 1.18 Stalulory provisions; definitions; 
special rules. 

Sec. 48. Definitions; special rules —(a) Sec¬ 
tion 38 property —(1) In general. Except as 
provided in this subsection, the term “section 
38 property’’ means— 

(A) Tangible personal property, or 

(B) Other tangible property (not Includ¬ 
ing a building and its structural components) 
but only If such property— 

(1) Is used as an Integral part of manu¬ 
facturing, production, or extraction or of 
furnishing transportation, communications, 
electrical energy, gas, water, or sewage dis¬ 
posal services, or 

(ii) Constitutes a research facility used 
in connection with any of the activities re¬ 
ferred to In clause (i), or 

(ill) Constitutes a facility used in connec¬ 
tion with any of the activities referred to in 
clause (1) for the bulk storage of fungible 
commodities (Including commodities in a 
liquid or gaseous state), or 

(C) Elevators and escalators, but only If— 

(1) The construction, reconstruction, or 
erection of the elevator or escalator is com¬ 
pleted by the taxpayer after June 30, 1963, or 

(li) The elevator or escalator is acquired 
after June 30, 1963, and the original use of 
such elevator or escalator commences with 
the taxpayer and commences after such date. 

Such term includes only property with re¬ 
spect to which depreciation (or amortization 
in lieu of depreciation) is allowable and 
having a useful life (determined as of the 
time such property is placed In service) of 
3 years or more. 

(2) Property used outside the United 
States. • • • 

(B) Exceptions. • • • 

(vill) Any communications satellite (as 
defined in section 103(3) of the Communica¬ 
tions Satellite Act of 1962, 47 U.S.C., sec. 
702(3)), or any interest therein, of a U.S. 
person: 

(ix) Any cable, or any Interest therein, of 
a domestic corporation engaged in furnish¬ 
ing telephone service to which section 46(c) 

(3) (B) (ill) applies (or of a wholly owned 
domestic subsidiary of such a corporation), 
If such cable Is part of a submarine cable 


system w'hich constitutes part cf a communi¬ 
cation link exclusively between the United 
States and one or more foreign countries- 
and 

(x) Any property (other than a vessel or 
an aircraft) of a U.S. person which is used 
In International or territorial waters for the 
purpose of exploring for, developing, remov¬ 
ing, or transporting resources from ocean 
waters or deposits under such waters. 

(3) Property used for lodging. Property 
which is used predominantly to furnish 
lodging or In connection with the furnishing 
of lodging shall not be treated as section 38 
property. The preceding sentence shall not 
apply to— 

(A) Nonlodging commercial facilities 
which are available to persons not using 
the lodging facilities on the same basis as 
they are available to persons using the lodg¬ 
ing facilities, 

(B) Property used by a hotel or motel In 
connection with the trade or business of 
furnishing lodging where the predominant 
portion of the accommodations is used by 
transients, and 

(C) Coin-operated vending machines and 
coin-operated washing machines and dryers. 

* • • * • 

(5) Property used by governmental units. 
Property used by the United States, any 
State or political subdivision thereof, any 
International organization (other than the 
International Telecommunications Satel¬ 
lite Consortium or any successor organiza¬ 
tion). or any agency or Instrumentality of 
any of the foregoing shall not be treated as 
section 38 property. 

(6) Livestock. Livestock (other than 
horses) acquired by the taxpayer shall be 
treated as section 38 property, except that 
If substantially identical livestock is sold 
or otherwise disposed of by the taxpayer 
during the 1-year period beginning 6 months 
before the date of such acquisition and if 
section 47(a) (relating to certain disposi¬ 
tions, etc., of section 38 property) does not 
apply to such sale or other disposition, then, 
unless such sale or other disposition con¬ 
stitutes an Involuntary conversion (within 
the meaning of section 1033), the cost of 
the livestock acquired shall, for purposes 
of this subpart, be reduced by an amount 
equal to the amount realized on such sale 
or other disposition. Horses shall not be 
treated as section 38 property. 

(7) Property completed abroad or pre¬ 
dominantly of foreign origin —(A) In gen¬ 
eral. Property (other than pretermination 
property) shall not be treated as section 38 
property if— 

(I) Such property was completed outside 
the United States, or 

(II) Less than 60 percent of the basis of 
such property is attributable to value added 
within the United States. 

For purposes of this subparagraph, the term 
“United States” includes the Commonwealth 
of Puerto Rico and the possessions of the 
United States. 

(B) Period of application of paragraph. 
Except as provided in subparagraph (D), 
subparagraph (A) shall apply only with re¬ 
spect to property described in section 60— 

(I) The construction, reconstruction, or 
erection of which by the taxpayer is begun 
after August 15, 1971, and on or before the 
date of termination of Proclamation 4074, 
or 

(II) Which Is acquired pursuant to an or¬ 
der placed on or before the date of termina¬ 
tion of Proclamation 4074, unless acquired 
pursuant to an order W’hlch the taxpayer es¬ 
tablishes was placed before August 16, 1971. 

(C) President may exempt articles. If the 
President of the United States shall at any 
time determine that the application of sub- 
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paragraph (A) to any article or class of arti¬ 
cles is not in the public Interest, he may 
by Executive order specify that subpara¬ 
graph (A) shall not apply to such article or 
class of articles. Subparagraph (A) shall not 
apply to an article or class of articles for 
the period specified in such Executive order. 
Any period specified under the preceding sen¬ 
tence shall not apply to property ordered be¬ 
fore (or to property the construction, recon¬ 
struction, or erection of which began before) 
the date of the Executive order specifying 
such period, except that. If the President 
determines it to be in the public Interest, 
such period shall apply to property ordered 
(or property the construction, reconstruc¬ 
tion, or erection of which began) after a date 
(before the date of the Executive order) 
specified in the Executive order. 

(D) Countries maintaining trade restric¬ 
tions or engaging in discriminatory acts. If, 
on or after the date of the termination of 
Proclamation 4074, the President determines 
that a foreign country— 

(1) Maintains non tariff trade restrictions, 
including variable import fees, which sub¬ 
stantially burden U.S. commerce in a man¬ 
ner Inconsistent with provisions of trade 
agreements, or 

(il) Engages in discriminatory or other 
acts (including tolerance of International 
cartels) or policies unjustifiably restricting 

U.S. commerce, 

he may provide by Executive order for the 
application of subparagraph (A) to any arti¬ 
cle or class of articles manufactured or pro¬ 
duced in such foreign country for such 
period as may be provided by Executive 
order. 

(8) Amortized property. Any property with 
respect to which an election under section 
167(h), 169, 184, 187, or 188 applies shall not 
be treated as section 38 property. In the case 
of any property to which section 169 applies, 
the preceding sentence shall apply only to 
so much of the adjusted basis of the prop¬ 
erty as (after the application of section 169 
(f)) constitutes the amortizable basis for 
purposes of section 169. 

(9) Railroad track. In the case of a rail¬ 
road (including a railroad switching or ter¬ 
minal company) which uses the retirement- 
replacement method of accounting for 
depreciation of Its railroad track, the term 
"section 38 property” includes replacement 
track material, if — 

(A) The replacement is made pursuant to 
a scheduled program for replacement, 

(B) The replacement is made pursuant to 
observations by maintenance-of-way per¬ 
sonnel of specific track material needing 
replacement, 

(C) The replacement is made pursuant to 
the detection by a rail-test car of specific 
track material needing replacement, or 

(D) The replacement is made as a result 
of a casualty. Replacements made as a result 
of a casualty shall be section 38 property 
only to the extent that, in the case of each 
casualty, the qualified investment with re¬ 
spect to the replacement track material ex¬ 
ceeds $50,000. For purposes of this paragraph, 
the term “track material” Includes ties, rail, 
other track material, and ballast. 


(d) Certain leased property —(1) General 
rule. A person (other than a person referred 
to in section 46(d) (1)) who is a lessor of 
property may (at such time, In such manner, 
and subject to such conditions as are pro¬ 
vided by regulations prescribed by the Sec¬ 
retary or his deljgate) fleet with respect to 
any new section 88 property (other than 
property described in paragraph (4)) to 
treat the lessee as having acquired such 
property for an amount equal to— 


(A) Except as provided in subparagraph 

(B), the fair market value of such property, 
or 

(B) If the property is leased by a corpora¬ 
tion which Is a component member of a 
controlled group (within the meaning of sec¬ 
tion 46(a) (5)) to another corporation which 
is a component member of the same con¬ 
trolled group, the basis of such property to 
the lessor. 

(2) Special rule for certain short term 
leases. (A) In general. A person (other than 
a person referred to in section 46(d)(1)) 
who is a lessor of property described in para¬ 
graph (4) may (at such time, in such man¬ 
ner, and subject to such conditions as are 
provided by regulations prescribed by the 
Secretary or his delegate) elect with respect 
to such property to treat the lessee as having 
acquired a portion of such property for the 
amount determined under subparagraph (B). 

(B) Determination of lessee's investment. 
The amount for which a lessee of property 
described in paragraph (4) shall be treated 
as having acquired a portion of such prop¬ 
erty is an amount equal to a fraction, the 
numerator of which is the term of the lease 
and the denominator of which is the class 
life of the property leased (determined un¬ 
der section 167(m)), of the amount for which 
the lessee would be treated as having ac¬ 
quired the property under paragraph (1). 

(C) Determination of lessor's qualified in¬ 
vestment. The qualified Investment of a 
lessor of property described in paragraph (4) 
in any such property with respect to which 
ho has made an election under this para¬ 
graph is an amount equal to his qualified 
Investment in such property (as determined 
under section 46(c)) multiplied by a fraction 
equal to the excess of one over the fraction 
used under subparagraph (B) to determine 
the lessee’s investment in such property. 

(3) Limitations. The elections provided by 
paragraphs (1) and (2) may be made with 
respect to property which would be new sec¬ 
tion 38 property if acquired by the lessee. For 
purposes of the preceding sentence and sec¬ 
tion 46(c). the useful life of property in the 
hands of the lessee is the useful life of such 
property in the hands of the lessor. If a 
lessor makes the election provided by para¬ 
graph (1) with respect to any property, the 
lessee shall be treated for all purposes of 
this subpart as having acquired such prop¬ 
erty. If a lessor makes the election provided 
by paragraph (2) with respect to any prop¬ 
erty, the lessee shall be treated for all pur¬ 
poses of this subpart as having acquired a 
fractional portion of such property equal to 
the fraction determined under paragraph 
2(B) with respect to such property. 

(4) Property to which paragraph (2) 
applies. Paragraph (2) shall apply only to 
property which— 

(A) Is new section 38 property, 

(B) Has a class life (determined under 
section 167(m)) in excess of 14 years, 

(C) Is leased for a period which is less 
than 80 percent of Its class life, and 

(D) Is not leased subject to a net lease 
(within the meaning of section 57(c) (2)). 

• • * • « 

(Sec. 48 as added by sec. 2(b), Rev. Act 
1962 (76 Stat. 963); as amended by sec. 203 
(a)(1) and (3) (A), (b), and (c), Rev. Act 
1964 (78 Stat. 33, 34); sec. 1, Act of November 
8. 1966 (Public Law 89-800, 80 Stat. 1508); 
sec. 201(a), Act of November 13, 1966 (Pub¬ 
lic Law 89-809, 80 Stat. 1575, 1576); secs. 
1, 2(a), and (3), Act of June 13, 1967 (Public 
Law 90-26, 81 Stat. 67. 58); sec. 401(e)(2), 
(3), and (4), Tax Reform Act 1969 ( 83 Stat. 
603); secs. 102(a). 103, 104(a)(1), (b), (c), 
(d). (e), (f). and (g). Rev. Act 1971 (83 
Stat. 499-502)) 
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Par. 11. Section 1.48-1 is amended as 
follows: 

1. Paragraph (a) is amended by delet¬ 
ing “4 years” and inserting in lieu thereof 
”3 years”, and by adding a new sentence 
at the end thereof as set forth below. 

2. Paragraph (d) (5) is redesignated as 
paragraph (d) (5) (i) and new subdivi¬ 
sion (ii) is added. 

3. The next to the last sentence and 
the last sentence of paragraph (e)(1) 
are deleted and new material is inserted 
in lieu thereof as set forth below. 

4. Paragraph (g)(2) is amended by 
deleting “and” at the end of subdivision 
(vi), by deleting the period at the end of 
subdivision (vii) and inserting a semi¬ 
colon in lieu thereof, and by adding new 
subdivisions (viii), (ix), and (x). 

5. New subdivision (iii) is added to 
paragraph (h) (2). 

6 . The first sentence of paragraph (k) 
is revised to read as set forth below. 

7. Paragraph (1) is revised to read as 
set forth below. 

8 . New paragraphs (n) and (o) are 
added. 

§ 1.48—1 Definition of section 38 prop¬ 
erty. 

(a) • • • In the case of property 
which is not described in section 50, this 
paragraph shall be applied by substitut¬ 
ing ”4 years” for ”3 years”. 


(d) • • • 

(5) • * • 

(ii) In the case of property described 
in section 50, property will constitute a 
storage facility only if the facility is used 
principally for the bulk storage of fun¬ 
gible commodities. Bulk storage means 
the storage of a commodity in a large 
mass prior to its consumption or utiliza¬ 
tion. Thus, if a facility is used to store 
oranges that have been sorted and 
boxed, it is not used for bulk storage. 

(e) Definition of building and struc¬ 
tural components. (1) • • • Such term 
does not include (i) a structure which is 
essentially an item of machinery or 
equipment, or (ii) a structure which 
houses property used as an integral part 
of an activity specified in section 48(a) 
(1) (B) (i) if the use of the structure is so 
closely related to the use of such property 
that the structure clearly can be expected 
to be replaced when the property it ini¬ 
tially houses is replaced. Factors which 
indicate that a structure is closely related 
to the use of the property it houses in¬ 
clude the fact that the structure is spe¬ 
cifically designed to provide for the stress 
and other demands of such property and 
the fact that the structure could not be 
economically used for other purposes. 
Thus, the term “building” does not in¬ 
clude such structures as oil and gas stor¬ 
age tanks, grain storage bins, silos, frac¬ 
tionating towers, blast furnaces, basic 
oxygen furnaces, coke ovens, brick kilns, 
and coal tipples. 

. . . . • 
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(g) • • • 

( 2 ) • • * 

(vtti) Any communications satellite (as 
defined in section 103(3) of the Com- 
mimications Satellite Act of 1962, 47 
U.S.C.. sec. 702(3)), or any Interest 
therein, of a U.S. person; 

(ix) Any cable which Is property de¬ 
scribed in section 50, or any interest 
therein, of a domestic corporation en¬ 
gaged in furnishing telephone service to 
which section 46(c) (3) (B) (ill) applies 
(or of a wholly owned domestic sub¬ 
sidiary of such corporation), if such 
cable is part of a submarine cable sys¬ 
tem which constitutes part of a commu¬ 
nications link exclusively between the 
United States and one or more foreign 
countries; and 

(x) Any property described in section 
50 (other than a vessel or an aircraft) 
of a U.S. person which is used in inter¬ 
national or territorial waters for the pur¬ 
pose of exploring for, developing, remov¬ 
ing, or transporting resources from ocean 
waters or deposits under such waters. 

<h) • • • 

( 2 ) • • • 

(iii) Coin-operated machines. In the 
case of property which is described in 
section 50, coin-operated vending ma¬ 
chines and coin-operated washing ma¬ 
chines and dryers shall not be considered 
as property which is used predominantly 
to furnish lodging or predominantly in 
connection with the furnishing of 
lodging. 

• • « • • 

<k) Property used by governmental 
units. The term “section 38 property” 
does not include property used by the 
United States, any State (including the 
District of Columbia) or political sub¬ 
division thereof, any international or¬ 
ganization (as defined in section 7701 
(a) (18)) other than the International 
Telecommunications Satellite Consor¬ 
tium or any successor organization, or 
any agency or instrumentality of the 
United States, of any State or political 
subdivision thereof, or of any such inter¬ 
national organization. * • • 

(1) Livestock —(1) In general. The 
term “section 38 property” does not in¬ 
clude horses but such term does include 
all other livestock that is property de¬ 
scribed in section 50. The term “live¬ 
stock” includes cattle, hogs, sheep, goats, 
and mink and other fur-bearing animals. 

(2) Cost. For purposes of computing 
qualified investment under section 46(c) 
with respect to livestock, the cost of live¬ 
stock acquired by the taxpayer shall be 
reduced by any amount realized on the 
sale or other disposition of substantially 
identical livestock which is sold or other¬ 
wise disposed of by the taxpayer during 
the 1-year period beginning 6 months 
before the date of such acquisition, ex¬ 
cept that no reduction shall be made on 
account of a sale or other disposition to 
which section 47(a) (relating to recap¬ 
ture) applies or which constitutes an in¬ 
voluntary conversion (within the mean¬ 
ing of section 1033). If a particular sale 
or other disposition of substantially 
identical livestock falls within 2 or more 


1 -year periods relating to separate ac¬ 
quisitions, the amount realized from such 
sale or other disposition shall be applied 
In order of time beginning with the 
earliest acquisition of livestock which is 
section 38 property. If there is more than 
one sale or other disposition of substan¬ 
tially identical livestock during a par¬ 
ticular 1 -year period, the sales or dis¬ 
positions are to be taken into account in 
order of time beginning with the earliest. 
If an amount realized from a sale or 
other disposition has been taken into ac¬ 
count to reduce the cost of acquired live¬ 
stock, such amount is not to be taken 
into account to reduce the cost of any 
other acquired livestock. If a taxpayer 
claims a credit for any livestock acquired 
in a taxable year and if the amount 
realized on any sale or other disposition 
of substantially identical livestock in a 
subsequent taxable year is applied to re¬ 
duce the cost of the acquired livestock, 
the taxpayer must file an amended re¬ 
turn for the year in which the credit was 
claimed. 

(3) Substantially identical. In deter¬ 
mining whether livestock sold or other¬ 
wise disposed of by the taxpayer is sub¬ 
stantially identical to livestock acquired 
by the taxpayer, the sex and age of the 
livestock and the use to which it is put 
are taken into account. Thus, if the tax¬ 
payer sells a cow used for breeding pur¬ 
poses and acquires another cow of ap¬ 
proximately the same age to be used for 
breeding purposes, the two cows are sub¬ 
stantially identical. However, a cow suit¬ 
able for dairy purposes which is acquired 
by the taxpayer to replace a cow no 
longer suitable for dairy purposes Is not 
substantially identical to the replaced 
cow. 

(4) Original use. For purposes of de¬ 
termining whether livestock is “new sec¬ 
tion 38 property,” that is, whether the 
original use of livestock commences with 
the taxpayer under § 1.48-2 (b) (7), the 
original use of a breeding or dairy animal 
for breeding or dairy purposes begins at 
the time the animal first becomes suitable 
for such purposes unless the animal has 
previously been used for other purposes. 
Thus, if a taxpayer acquires for dairy 
purposes an animal that previously has 
not been used for any purpose, the ani¬ 
mal will be new T section 38 property at the 
time it first gives milk. However, if the 
taxpayer acquires an animal for breed¬ 
ing purposes which previously had been 
used for dairy purposes, the animal will 
not be new section 38 property when it 
is first used for breeding purposes. 

(5) Examples. The provisions of this 
paragraph may be illustrated by the fol¬ 
lowing examples: 

Example (1). (a) Individual A, a farmer 
and calendar year taxpayer, owns three dairy 
cows which he purchased in 1970 for $250 
each. In 1971, A buys three dairy cows, one 
each on October 1, November 1, and Decem¬ 
ber 1. for $290 each. On October 15. 1971, A 
sells for $300 one of the cows purchased In 
1970, and on November 15, 1971, he sells for 
$300 another of the cows purchased In 1970. 
All of the cows bought and sold by A are 
substantially identical. The cows purchased 
by A have an estimated useful life of 5 years. 

(b) Of the $300 realized from the Octo¬ 


ber 15 sale. $290 is applied to reduce the cost 
of the cow purchased October 1 to zero. The 
remaining $10 realized from the October 15 
sale and $280 of the $300 realized from the 
November 15 sale are applied to reduce the 
cost of the cow purchased November l to 
zero. The remaining $20 realized from the 
November 15 sale is applied to reduce the cost 
of the cow purchased December 1 to $270. 

(c) Since the basis of the cows purchased 
October 1 and November 1 Is zero for Invest¬ 
ment credit ptirposes, no credit is allowable 
with respect to those two cows. The cow pur¬ 
chased December 1 has a basis for invest¬ 
ment credit purposes of $270. Since the use- 
ful life of the cow purchased December l is 
at least 5 years but less than 7 years, the 
qualified investment of A with respect to the 
cow is $180 (% X $270). 

Example (2). Assume the same facts as in 
example (1) except that on May 1, 1972, A 
sells for $300 the third cow purchased in 
1970. Since the third cow is sold within 6 
months of the acquisition of the cow pur¬ 
chased December 1, 1971, the amount realized 
on such sale is applied to reduce the cost cf 
the cow purchased December 1, 1971, to zero. 
Consequently, A must file an amended return 
for 1971 and claim no Investment credit for 
the cow purchased December 1, 1971. 


(n) Amortized property. Any property 
with respect to which an election 
under 167(k), 169, 184, 187, or 188 
applies shall not be treated as section 38 
property. In the case of any property to 
which section 169 applies, the preceding 
sentence shall apply only to so much of 
the adjusted basis of the property as 
(after the application of section 169 (f)) 
constitutes the amortizable basis for 
purposes of section 169. This paragraph 
shall not apply to property with respect 
to which an election under section 167 
(k), 184, 187, or 188 applies unless such 
property is described in section 50. 

( 0 ) Property of foreign origin— (1) 
In general . Property (other than pre¬ 
termination property) shall not be 
treated as section 38 property if (i) such 
property was completed outside the 
United States, or (ii) less than 50 per¬ 
cent of the basis or cost of such property 
is attributable to value added within the 
United States. For purposes of this para¬ 
graph, the term “United States” includes 
the Commonwealth of Puerto Rico and 
the possessions of the United States. 

(2) Period of application, (i) Sub- 
paragraph ( 1 ) of this paragraph shall 
apply only to property described in sec¬ 
tion 50— 

(a) The construction, reconstruction, 
or erection of which by the taxpayer is 
begun after August 15. 1971, and before 
December 20,1971, or 

(b) Which is acquired pursuant to an 
order placed before December 20, 1971. 
unless acquired pursuant to an order 
which the taxpayer establishes was 
placed before August 16, 1971. 

The principles of § 1.48-2 (b) and <c) 
shall be applied in determining when 
construction, reconstruction, or erection 
by the taxpayer begins. An order is any 
directive, written or oral, to another per¬ 
son reasonably designed to effect the 
acquisition of property at a later date. 
An order need not be a binding contract. 
Where an order placed during the sur- 
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charge period (August 16, 1971, through 
December 19. 1971) is canceled and a 
reorder is placed which is substantially 
the reinstitution of the original order, 
the property acquired as a result of the 
reorder is considered to be acquired pur¬ 
suant to the original order. 

<ii) See section 48(a) (7) (C) and (D) 
for circumstances under which the Pres¬ 
ident of the United States may provide 
by Executive order for the period speci¬ 
fied in such order that (a) section 
48 (a)( 7 )(A) shall not apply to certain 
property, or (b) such section shall apply 
to certain property notwithstanding the 
termination of Proclamation 4074. 

(3) Property completed outside the 
United States. Property is completed 
outside the United States if it enters the 
country in a form which is operational 
for the purposes for which it is intended 
or designed, regardless of the United 
States content of the property. Property 
is in an operational state even though it 
is necessary to perform minor activities 
such as packaging, labeling, testing, or 
adjusting. On the other hand, substan¬ 
tial assembly of an article in the United 
States, such as in the case of aircraft, 
the installation of the customer’s en¬ 
gines or the installation of navigation 
equipment and the completion of the 
seating and interior arrangements, is to 
be considered completion of the article 
in the United States, rather than outside 
the United States. 

(4) Value added within the United 
States. In determining whether less than 
50 percent of the basis of property is 
attributable to value added within the 
United States, shipping and insurance 
costs incurred in transporting any part 
of such property to the United States and 
any duty payable upon entry of the prop¬ 
erty into the United States are treated 
as value added without the United States. 
Profit realized on the sale of property 
completed in the United States, and any 
profit attributable to any other U.S. ac¬ 
tivity, is treated as value added within 
the United States. The cost of any com¬ 
ponent part of the property (whether 
added to the property within or with¬ 
out the United States) which originates 
and is completed in the United States 
and meets the United States value 
added test is treated as value added with¬ 
in the United States. 

Par. 12. Section 1.48-4 is amended by 
revising paragraphs (a), (c), (d), (e), 
(f) (1) (v) and (vi) and (2), and (g> (2) 
and (4) to read as follows: 


§ 1.18—1 Election of lessor of new sec¬ 
tion 38 property to treat lessee as 
purchaser. 

(a) In general —(1) Lessee treated as 
purchaser . Under section 48(d), a lessor 
of property may elect to treat the lessee 
of such property as having purchased 
such property (or, in the case of short¬ 
term lease property described in subpar¬ 
agraph (2) of this paragraph, a portion 
of such property) for purposes of the 
credit allowed by section 38 if the follow¬ 
ing conditions are satisfied: 

(i) The property must be “section 38 
property” in the hands of the lessor; 
that is, it must be property with respect 


to which depreciation (or amortization in 
lieu of depreciation) Is allowable to the 
lessor, it must have a useful life of 3 
years (4 years in the case of property 
which is not described in section 50) or 
more in his hands, and in every other 
respect it must meet the requirements of 
§ 1.48-1. Thus, for example, property 
leased by a municipality to a taxpayer 
for use in what is commonly known as 
an “industrial park” is not eligible for 
the election since, under paragraph (k) 
of § 1.48-1, property used by a govern¬ 
mental unit is not section 38 property. In 
addition, property used by the lessee pre¬ 
dominantly outside the United States is 
not eligible for the election since, under 
paragraph (g) of § 1.48-1, such property 
is not section 38 property. For purposes 
of this subdivision, if the lessor is an 
estate or trust, depreciation (or amorti¬ 
zation in lieu of depreciation) will be 
considered allowable to the estate or trust 
even if it is apportioned to the benefi¬ 
ciaries or other persons. 

(ii) The property must be “new sec¬ 
tion 38 property” (within the meaning 
of § 1.48-2) in the hands of the lessor, 
and the original use of such property 
must commence with the lessor. See 
paragraph (b) of this section for the 
application of the rules relating to 
“original use” in the case of leased 
property. 

(iii) The property would constitute 
“new section 38 property” to the lessee 
if such lessee had actually purchased 
the property. Thus, the election is not 
available if the lessee is not the original 
user of the property. See paragraph (b> 
of this section for the application of 
the rules relating to “original use” in the 
case of leased property. See paragraph 
(d) of this section for the determination 
of the estimated useful life of leased 
property in the hands of the lessee. 

(iv) A statement of election to treat 
the lessee as a purchaser has been filed 
in the manner and within the time pro¬ 
vided in paragraph (f) or (g) of this 
section. 

(v) The lessor is not a person referred 
to in section 46(d)(1), that is, a mutual 
savings bank, cooperative bank, or do¬ 
mestic building and loan association to 
which section 593 applies; a regulated 
investment company or real estate in¬ 
vestment trust subject to taxation under 
subchapter M, chapter 1 of the Code; or 
a cooperative organization described in 
section 1381(a). 

The election may be made on a property- 
by-property basis or a general election 
may be made with respect to each tax¬ 
able year of a particular lessee. If the 
conditions of this subparagraph have 
been met, the lessee shall be treated as 
though he were the actual owner of all 
or a portion of the property for purposes 
of the credit allowed by section 38. Thus, 
the lessee shall be entitled to a credit 
allowed by section 38 with respect to such 
property for the taxable year in which 
he places such property in service, and 
the lessor shall not be entitled to a credit 
allowed by section 38 with respect to 
such property unless the property is 
short-term lease property (as defined in 


subparagraph (2) of this paragraph). 
Moreover, if the leased property is dis¬ 
posed of, or if it otherwise ceases to be 
section 38 property, the property will be 
subject to the provisions of section 47 
(relating to early dispositions, etc.). 

(2) Short-term lease property. For 
purposes of this section, the term “short¬ 
term lease property” means property 
which— 

(1) Is new section 38 property; 

(ii) Has a class life (determined under 
section 167(m)) in excess of 14 years; 

(iii) Is leased under a lease entered 
into after November 8, 1971, for a period 
which is less than 80 percent of the class 
life of such property; and 

(iv) Is not leased subject to a net lease 
within the meaning of section 57(c)(1) 
(B) and the regulations thereunder. 

The class life of property shall be deter¬ 
mined under section 167 (m) and the 
regulations prescribed in connection with 
that section, except that such class life 
shall be determined without regard to 
any variance from the class life per¬ 
mitted under such section. If a class life 
has not been prescribed for property 
under section 167(m) on the date such 
property is leased, the class life of the 
property shall be the estimated useful life 
used to compute the allowance for de¬ 
preciation with respect to such property 
under section 167. For purposes of sub¬ 
division (iii) of this subparagraph, the 
period for which a lease is entered into 
shall be determined without regard to 
any option on the part of the lessee to ex¬ 
tend or renew such lease, and without 
regard to any option on the part of the 
lessee to cancel the lease after a specified 
period if under the terms of such lease, 
such a cancellation would result in the 
imposition of a substantial penalty upon 
the lessee. Generally, a penalty equal to 
25 percent of the total remaining rental 
payments due under the lease will be 
regarded as substantial. 

• • • • • 

(c) Qualified investment —(1) In gen¬ 
eral. If a valid election is made under 
this section, the amount of qualified in¬ 
vestment under section 46(c) with re¬ 
spect to the leased property shall be 
determined under this paragraph and 
paragraphs (d) and (e) of this section. 

(2) Nonshort-term lease property. In 
the case of property which is not short¬ 
term lease property, the lessee is treated 
as having acquired the entire property 
for an amount equal to— 

(i) The fair market value of such 
property on the date possession is trans¬ 
ferred to the lessee, or 

(ii) If the property is leased by a com¬ 
ponent member of a controlled group to 
another component member of the same 
controlled group (within the meaning 
of paragraph (f)(4) of § 1.46-1) on the 
date possession of the property is trans¬ 
ferred to the lessee, the basis of the 
property in the hands of the lessor. 

(3) Short-term lease property, (i) In 
the case of short-term lease property, the 
lessee is treated as having acquired a 
portion of such property. The amount for 
which the lessee is treated as having ac¬ 
quired such portion is an amount equal 
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to a fraction, the numerator of which is 
the term of the lease and the denomina¬ 
tor of which Is the class life of the prop¬ 
erty leased, of the amount for which the 
lessee would be treated as having ac¬ 
quired the property under subparagraph 
( 2 ) of tills paragraph If the property 
were not short-term lease property. 

(ii) In the case of short-term lease 
property, the qualified investment of the 
lessor is an amount equal to his quali¬ 
fied investment in such property deter¬ 
mined under section 46(c) multiplied by 
a fraction, the numerator of which is 
the class life of the property leased minus 
the term of the lease and the denomina¬ 
tor of which is the class life of such 
property. 

(4) Example . The provisions of this 
paragraph may be illustrated by the fol¬ 
lowing example: 

Example, (a) On December 1, 1971, X cor¬ 
poration completed construction of an item 
of new section 38 property with a basis of 
$10,000. Under section 167(m). the property 
has a class life of 16 years. On December 1, 
1971, X leases the property to Individual A 
for 4 years and A immediately places the 
property in service. The lease la not a net 
lease within the meaning of section 67(c) 
(1)(B). On the date of the lease, the fair 
market value of the property is $12,000. The 
property would qualify as new section 38 
property In A's hands If It had been pur¬ 
chased by A. Under this section, the property 
is short-term lease property. X makes the 
election under this section to treat A as 
having acquired a portion of the property. 

(b) A is treated as having acquired from 
X a portion of the property for $3,000 (the 
fair market value of the property, $ 12 , 000 , 
multiplied by a fraction, the numerator 
of which Is the term of the lease and the 
denominator of which is the class life of the 
leased property). Since under paragraph (d) 
of this section the useful life of such prop¬ 
erty in the hands of A is the same as the 
useful life of such property In the hands of 
X. and such useful life is at least 7 years, 
A’s qualified investment with respect to the 
property is $3,000. 

(c) The qualified investment of X is $7,500 
(the qualified investment of X under section 
46(c), $10,000, multiplied by a fraction, ift* 
the numerator of which is the class life of the 
leased property, 16, minus the term of the 
lease, 4, and the denominator of which is the 
class life of the property). 

(d) Estimated useful life of leased 
property. The estimated useful life to 
the lessee of property subject to the 
election shall be deemed to be the esti¬ 
mated useful life in the hands of the 
lessor for purposes of computing depre¬ 
ciation, regardless of the term of the 
lease. The lessor shall determine the es¬ 
timated useful life of each leased prop¬ 
erty on an individual basis even though 
multiple asset accounts are used. How¬ 
ever, in the case of assets similar In kind 
contained in a multiple asset account, 
the lessor shall assign to each of such 
assets the average useful life of such 
assets used in computing depreciation. 
Thus, for example, if during a taxable 
year a lessor leases 10 similar trucks with 
an average estimated useful life for 
depreciation purposes of 6 years, based 
on an estimated range of 5 to 7 years, 
he must assign a useful life of 6 years 
to each of the 10 trucks. 


(e) Lessor itself a lessee —(1) In gen - 
eral. If the lessee of property Is treated, 
under this section, as having purchased 
all or a portion of such property and if 
such lessee leases such property to a 
sublessee, the qualified investment with 
respect to such property in the hands of 
the sublessee shall be determined under 
paragraphs (c) and (d) of this section 
as if the original lessor had leased the 
property directly to the sublessee for the 
term of the sublessee’s lease on the date 
possession of the property is transferred 
to the sublessee. For this purpose, prop¬ 
erty which is short-term lease property 
in the hands of the lessee shall be 
treated as short-term lease property in 
the hands of the sublessee regardless of 
whether such property is leased to the 
sublessee subject to a net lease (within 
the meaning of section 57(c)(1)(B)). 
In the case of property which is short¬ 
term lease property in the hands of the 
sublessee, the amount for which the les¬ 
see Is treated as having acquired such 
property under paragraph (c) of this 
section shall be reduced by an amount 
equal to such amount multiplied by a 
fraction, the numerator of which is the 
term of the lease of the sublessee and 
the denominator of which is the term 
of the lease of the lessee. 

(2) Example. The provisions of this 
paragraph may be illustrated by the fol¬ 
lowing example: 

Example, (a) On December 1, 1971, cor¬ 
poration X completes construction of a ma¬ 
chine at a cost of $10,000. The machine has a 
class life under section 167(m) of 20 years. 
On December 1, 1971, X leases the machine 
to corporation Y for 12 years, and Y Imme¬ 
diately subleases the machine to individual 
A for 8 years. X and Y are component mem¬ 
bers of the same controlled group. The lease 
between X and Y is not a net lease within 
the meaning of section 67(c) (1) (B). The fair 
market value of the property on December 1, 
1971, is $16,000. Both X and Y make valid 
elections under this section. 

(b) The property Is short-term lease 
property and this paragraph applies. 

(c) The qualified investment of A Is $6,400. 
Such amount is determined by multiplying 
$16,000, the amount for which A would be 
treated under paragraph (c)(2) of this sec¬ 
tion as having acquired the property if it were 
not short-term lease property, by fto. 

(d) The qualified Investment of Y is $2,000. 
Such amount Is determined by multiplying 
$10,000, the amount for which Y would be 
treated under paragraph (c) (2) of this sec¬ 
tion as having acquired the property if it 
were not short-term lease property, by i%o. 
and by reducing the amount so determined 
($6,000) by ft 2 of such amount ($4,000) to 
$ 2 , 000 . 

(e) The qualified investment of X is $4,000. 
Such amount Is determined by multiplying 
the amount of X’s qualified Investment de¬ 
termined under section 46(c) without regard 
to this section ($10,000) by ft* 

(f) * • * 

( 1 ) • • • 

(v) The estimated useful life category 
of the property (or properties) in the 
hands of the lessor, that Is, 3 years or 
more but less than 5 years, 5 years or 
more but less tlian 7 years, or 7 years 
or more: 

(vi) The amount for which the lessee 
(or sublessee) is treated as having ac¬ 


quired the leased property under para¬ 
graph (c)( 2 ) or (3) of this section; and 
• • • • • 

(2) Time for making election. The 
statement referred to in suln>aragiaph 
( 1 ) of this paragraph shall be filed with 
the lessee on or before the due date (In¬ 
cluding any extensions of time) of the 
lessee’s return for the lessee’s taxable 
year during which possession of the prop¬ 
erty is transferred to the lessee, except 
that if such taxable year ends after 
March 31, 1971, and before December 11 , 
1971, the statement shall be filed with the 
lessee on or before the due date (includ¬ 
ing any extensions of time) of the lessee’s 
return for such taxable year, or on or 
before October 24, 1972, whichever is 
later. 

• • • • * 

(g) • • • 

(2) Manner and time for making gen¬ 
eral election. The general election of a 
lessor with respect to a taxable year of 
a lessee shall be made by filing a state¬ 
ment with the lessee, signed by the lessor 
and including the written consent of the 
lessee, on or before the due date (includ¬ 
ing any extensions of time) of the lessee’s 
return for such taxable year, except that 
if such taxable year ends after March 31, 
1971, and before December 11, 1971, the 
statement shall be filed with the lessee 
on or before the due date (Including any 
extensions of time) of the lessee’s re¬ 
turn for such taxable year, or on or be¬ 
fore October 24, 1972, whichever is later. 
Such statement of general election shall 
contain: 


(4) Information requirement. If a les¬ 
sor, with respect to a taxable year of the 
lessee, makes a general election under 
this paragraph, such lessor shall pro¬ 
vide such lessee, on or before the date 
required for filing the statement under 
subparagraph (2) of this paragraph, 
with a statement (or statements) con¬ 
taining the information required by par¬ 
agraph (f)(1)(ill), (iv), (v), and (vi) 
of this section with respect to all prop¬ 
erties possession of which Is transferred 
under lease by the lessor to the lessee 
during such taxable year. 

• # • • • 

Par. 13. The third sentence of § 1.48-4 
(j) is deleted and the following Is in¬ 
serted in lieu thereof : 

§ 1.48-4- Election of lessor of new see* 
lion 38 properly lo treat lessee as 
purchaser. 

• • • • • 

(j) • * • In the case of a taxable year 
ending after March 31. 1971, and before 
December 11, 1971, a summary state¬ 
ment may be filed on or before the due 
date (including any extensions of time) 
of the return or on or before October 24. 
1972, whichever is later, with the In¬ 
ternal Revenue Service Center with 
which the return has been filed. • * 

• • • • • 

Par. 14. Paragraph (a)(1) of S 1.48-5 
is amended by revising the sixth sen¬ 
tence thereof to read as follows: 
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| | |8-5 Electing small business cor- 
porn lions. 

r a > In general . (1) • • • The useful 
life categories are: <i) 3 years or more 
but less than 5 years; (11) 5 years or 
more but less than 7 years: and (hi) 7 
years or more. • • • 

• * • • • 

Par. 15. Paragraph (a)(1) of § 1.48-6 
is amended by revising the sixth sentence 
thereof to read as follows: 

§ 1.18-6 Estates and trusts. 

(a) In general . (1) * * * The useful 
life categories are: (i) 3 years or more 
but less than 5 years; (ii) 5 years or more 
but less than 7 years; and (ill) 7 years 
or more. • • • 

• • • • • 

Par. 16. Section 1.49 is amended by re¬ 
vising the heading thereof, by revising 
section 49(a). by revising that part of 
subsection (b) of section 49 that precedes 
paragraph ( 1 ). by deleting subsection 
(d) of section 49, and by revising the 
historical note. The revised provisions 
read as follows: 

§ 1,19 Statutory provisions; termination 
for period beginning April 19, 1969, 
and ending during 1971. 

Sec. 49. Termination of credit for period 
beginning April 19, 1969. and ending during 
1971 —(a) General rule . For purposes of this 
subpart, the term “section 38 property" does 
not include property — 

(1) The physical construction, reconstruc¬ 

tion, or erection of which is begun after 
April 18, 1969, or ,» 

(2) Which Is acquired by the taxpayer 
after April 18, 1969, other than pretermina¬ 
tion property. This subsection shall not apply 
to property described in section 50. 

(b) Pretermination property. For purposes 
of this subpart— • • • 

(d) (Deleted] 

(Sec. 49 as added by sec. 703(a), Tax Reform 
Act 1969 (83 Stat. 660); as amended by sec. 
101(b). Rev. Act 1971 (85 Stat. 498) 1 

Par. 17. There is added immediately 
after § 1.49 the following new sections: 

§1.30 Stululory provisions; restoration 
of credit. 

Sec. 50. Restoration of credit — (a) General 
rule. Section 49 (a) (relating to termination 
of credit) shall not apply to property— 

(1) The construction, reconstruction, or 
erection of which— 

(A) Is completed by the taxpayer after 
August 15, 1971, or 

(B) Is begun by the taxpayer after March 

31. 1971, or 

(2) Which Is acquired by the taxpayer— 

(A) After August 15, 1971, or 

(B) After March 31. 1971, and before 
August 16, 1971, pursuant to an order which 
the taxpayer establishes was placed after 
March 31, 1971. 

(b) Transitional rule. In applying section 
46(c)(1)(A) In the case of property de¬ 
scribed in subsection (a)(1)(A) the con¬ 
struction, reconstruction, or erection of 
which is begun before April 1. 1971, there 
shall be taken into account only that por¬ 
tion of the basis which Is properly attribut¬ 
able to construction, reconstruction, or erec¬ 
tion after August 15. 1971. This subsection 
shall not apply to pretermination property 
(within the meaning of section 49(b)). 


(Sec. 50 as added by sec. 101(a). Rev. Act 
1971 (85 Stat. 498) ] 

§ 1.50—1 Restoration of credit. 

(a) In general. Section 49(a) (relating 
to termination of credit) does not apply 
to property— 

(1) The construction, reconstruction, 
or erection of which by the taxpayer— 

(1) Is completed after August 15, 1971, 
or 

(ii) Is begun after March 31, 1971. or 

(2) Which is acquired by the tax¬ 
payer— 

(i) After August 15,1971, or 

(ii) After March 31. 1971. and before 
August 16, 1971, pursuant to an order 
which the taxpayer establishes was 
placed after March 31, 1971. 

(b) Transitional rule. In the case of 
property (other than pretermination 
property) the construction, reconstruc¬ 
tion, or erection of which by the tax¬ 
payer is begun before April 1, 1971, and 
completed after August 15, 1971, there 
shall be taken into account as the basis 
of new section 38 property in determin¬ 
ing qualified investment only that por¬ 
tion of the basis which is properly attrib¬ 
utable to construction, reconstruction, 
or erection after August 15,1971. 

(c) Principles to be applied. The prin¬ 
ciples of § 1.48-2 (b) and (c) shall be 
applied in determining when property Is 
acquired and in determining that portion 
of the basis of property properly attrib¬ 
utable to construction, reconstruction, or 
erection after August 15,1971. 

Par. 18. Paragraph (b) of § 1.167(a)-1 
is amended by adding the following new 
sentence at the end thereof: 

§ 1.167(a)—! Depreciation in general. 


(b) • • * If a taxpayer claims an in¬ 
vestment credit with respect to an asset 
for a taxable year preceding the taxable 
year in which the asset is considered as 
placed in service under § 1.167(a)-10(b) 
or S 1.167(a)-ll(e), the useful life of the 
asset under this paragraph shall be the 
same useful life assigned to the asset 
under § 1.46-3(e). 

§ 1.169 [Amended] 

Par. 19. Section 1.169 is amended by 
deleting subsection (h) of section 169. 

§ 1.169—1 [Amended] 

Par. 20. Section 1.169-1 is amended by 
deleting subparagraph (4) of para¬ 
graph (a). 

Par. 21. Section 1.1245 is amended by 
revising section 1245(a) (3) (B) (ii), by 
adding subdivision (ill) to section 1245 
(a) (3) (B). and by revising the historical 
note. The revised and added provisions 
read as follows: 

§ 1.1213 Statutory provisions; gain 
from dispositions of certain deprecia¬ 
ble property; recomputed basis. 

Sec. 1245. Gain from dispositions of certain 
depreciable property —(a) General rule. • • • 

(3) Section 1245 property. • • • 

(B) • • • 

(U) Constituted a research facility used In 
connection with any of the activities referred 
to in clause (I), or 


(lii) Constituted a facility used In con¬ 
nection with any of the activities referred 
to in clause (i) for the bulk storage of fungi¬ 
ble commodities (Including commodities in 
a liquid or gaseous state), 

• • • • • 

[Sec. 1245 as added by sec. 13(a). Rev. Act 
1962 (76 Stat. 1032); amended by sec. 203(d), 
Rev. Act 1964 ( 78 Stat. 35); amended by secs. 
212(a) and 704(b)(4). Tax Reform Act 1969 
(83 Stat. 571, 670); amended by sec. 104(a) 
(2), Rev. Act 1971 (85 Stat. 501) ] 

[FR Doc.72-14437 Filed 8-24-72;8:46 Am] 
[T.D. 7204] 

65-DAY RULE 

Accumulation Trusts; Credit for Taxes 
Paid By the Trust 

On February 9, 1971, notice of pro¬ 
posed rule making to conform the In¬ 
come Tax Regulations (26 CFR Parts 1 
and 13) and the regulations on proce¬ 
dure and administration (26 CFR Part 
301) under sections 643, 652, 663, 665. 
666 , 667, 668 , 669. and 6401 of the In¬ 
ternal Revenue Code of 1954 to section 
331 of the Tax Reform Act of 1969 (83 
Stat. 592) was published in the Federal 
Register (36 F.R. 2607). After consid¬ 
eration of all such relevant matters as 
was presented by interested persons re¬ 
garding the rules proposed, the amend¬ 
ments so proposed are adopted subject 
to the changes set forth below: 

1. Section 1.643 (a)-4 as set forth in 
paragraph 1 of the notice of proposed 
rule making is changed to read as 
set forth below. 

2. Section 1.643(b)-2 as set forth in 
paragraph 2 of the notice of proposed 
rule making is changed to read as set 
forth below. 

3. Section 1.652(b)-l as set forth in 
paragraph 3 of the notice of proposed 
rule making is changed to read as set 
forth below. 

4. Section 1.663(b)-1 as set forth in 
paragraph 4 of the notice of proposed 
rule making is changed by revising para¬ 
graphs (a)( 1 ) and <a)( 2 )(i) to read as 
set forth below. 

5. Section 1.663(b)-2 as set forth in 
paragraph 4 of the notice of proposed 
rule making is changed by revising para¬ 
graph (a) to read as set forth below. 

6 . Section 1.665 (a) -0A as set forth In 
paragraph 5 of the notice of proposed 
rule making is changed by deleting para¬ 
graph (e) and by revising subparagraphs 
(1), (2), and (3) of paragraph (a) to 
read as set forth below. 

7. Section 1.665(a)-1A as set forth in 
paragraph 5 of the notice of proposed 
rule making is changed by revising para¬ 
graphs (a) ( 2 ) and (c) to read as 
follows: 

8 . Section 1.665<b)-lA as set forth in 
paragraph 5 of the notice of proposed 
rule making is changed by revising para¬ 
graphs (a) and (b), by adding a new 
subparagraph (3) to paragraph (c), and 
by adding a new example (4) to para¬ 
graph (d). These revised provisions read 
as set forth below. 

9. Section 1.665 (b)-2A as set forth in 
paragraph 5 of the notice of proposed 
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rule making is changed by revising para¬ 
graph (b) (4) to read as set forth below. 

10. Section 1.665 (d)-l A as set forth in 
paragraph 5 of the notice of proposed 
rule making is changed by revising para¬ 
graph (a), so much of paragraph (b) ( 1 ) 
as precedes the example, so much of 
paragraph (b) ( 2 ) as precedes the exam¬ 
ple, and paragraph (c) (1). These revised 
provisions read as set forth below. 

11. Section 1.665(e)-lA as set forth in 
paragraph 5 of the notice of proposed 
rule making is changed by revising para¬ 
graphs (a)( 1 ) and (b) to read as set 
forth below. 

12. Paragraph (a) of § 1.665(f)-1A as 
set forth in paragraph 5 of the notice of 
proposed rule making is changed to read 
as set forth below. 

13. Section 1.665(g) A as set forth in 
paragraph 5 of the notice of proposed 
rule making 1 s changed to read as set 
forth below. 

14. Section 1.665(g)-lA as set forth 
in paragraph 5 of the notice of proposed 
rule making is changed to read as set 
forth below. 

15. Section 1.665(g)-2A as set forth 
in paragraph 5 of the notice of proposed 
rule making is changed to read as set 
forth below. 

16. Section 1.666<a)-lA as set forth 
in paragraph 5 of the notice of proposed 
rule making is changed by revising para¬ 
graph (a), so much of paragraph (b)( 1 ) 
as precedes the example, and paragraphs 
(d) and (e) to read as set forth below. 

17. Section 1.666(b)-lA as set forth in 
paragraph 5 of the notice of proposed 
rule making is changed by revising para¬ 
graph (b) to read as set forth below. 

18. Section 1 . 666 (c)-lA as set forth 
in paragraph 5 of the notice of proposed 
rule making is changed by revising para¬ 
graph (b) to read as set forth below. 

19. Section 1.666(c)-2A as set forth 
in paragraph 5 of the notice of proposed 
rule making is changed by revising para¬ 
graph (b) of example ( 1 ) to read as set 
forth below. 

20. Section 1.666(d)-lA as set forth 
in paragraph 5 of the notice of pro¬ 
posed rule making is changed by revis¬ 
ing paragraph (a), so much of paragraph 
(b)( 1 ) as precedes the example, and 
paragraph (b)( 2 ) to read as set forth 
below. 

21. Section 1.667(b)-lA as set forth 
in paragraph 5 of the notice of proposed 
rule making is changed by revising the 
title and paragraph (a) to read as set 
forth below. 

22. Section 1.668(a)-1A as set forth in 
paragraph 5 of the notice of proposed 
rule making is changed by revising para¬ 
graph (c) to read as set forth below. 

23. The example in § 1.668(a)-2A as 
set forth in paragraph 5 of the notice of 
proposed rule making is changed by re¬ 
vising paragraph (a) and by adding a 
new paragraph (e) at the end. These re¬ 
vised paragraphs read as set forth below. 

24. Section 1.668<b)-lA as set forth 
in paragraph 5 of the notice of proposed 
rule making is changed by revising para¬ 
graphs (a), (b)( 1 ), (c)(l)(i), (c)( 1 ) 
(iv), and (d). These revised provisions 
read as set forth below. 
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25. Section 1.668(b)-2A as set forth 
in paragraph 5 of the notice of proposed 
rule making is changed by revising par¬ 
agraphs (a) and (d) to read as set 
forth below. 

26. Section 1.668(b)-3A as set forth 
in paragraph 5 of the notice of proposed 
rule making is changed by revising par¬ 
agraph (a) ( 2 ) and the example in 
paragraph (b) ( 2 ), and by adding at the 
end a new paragraph (c). These revised 
and added provisions read as set forth 
below. 

27. Section 1.668(b)-4A as set forth 
in paragraph 5 of the notice of proposed 
rule making is changed by revising para¬ 
graphs (a) (3) (iii) and (c) to read as 
set forth below. 

28. Section 1.669(a)-1A as set forth in 
paragraph 5 of the notice of proposed 
rule making is changed by revising para¬ 
graphs (a) and (c) to read as set forth 
below. 

29. Section 1.669 (b)-lA as set forth in 
paragraph 5 of the notice of proposed rule 
making is changed by revising para¬ 
graphs (a), (b)( 1 ), (c)( 1 ) (i), and (c) 
(l)(iv), by deleting so much of para¬ 
graph (c) ( 1 ) as follows subdivision (vi), 
and by adding u new subparagraph ( 2 ) to 
paragraph (c). These revised and added 
provisions read as set forth below. 

30. Section 1.669(d)-1A as set forth in 
paragraph 5 of the notice of proposed 
rule making is changed by revising para¬ 
graph (b) to read as set forth below. 

31. Section 1.669 (e)-l A as set forth in 
paragraph 5 of the notice of proposed 
rule making is changed by revising para¬ 
graph (b) thereof to read as set forth 
below. 

32. Section 1.669(f)-1A as set forth in 
paragraph 5 of the notice of proposed 
rule making is changed to read as set 
forth below. 

33. Section 1.669(f)-2A as set forth in 
paragraph 5 of the notice of proposed 
rule making is changed by revising para¬ 
graphs (a) and (b) to read as set forth 
below. 

34. New paragraphs 6 and 7 are added 
immediately after paragraph 5, as set 
forth below. 

(Secs. 665(d). 665(e), 668(b)(6), 669(c), 
7805, Internal Revenue Code of 1954, 83 Stat. 
692, 26 U.S.C. 665(d); 83 Stat. 592. 26 U.S.C. 
665(e); 83 Stat. 696, 26 U.S.C. 668(b)(6); 83 
Stat. 697, 26 US.C. 669(c); 68A Stat. 917, 26 
U.S.C. 7805)) 

[seal! Johnnie M. Walters, 
Commissioner of Internal Revenue. 

Approved: August 17,1972. 

Frederic W. Hickman. 

Acting Assistant Secretary 
of the Treasury . 

In order to conform the Income Tax 
Regulations (26 CFR Part 1). and the 
Regulations on Procedure and Adminis¬ 
tration (26 CFR Part 301), to the amend¬ 
ments of the Internal Revenue Code 
made by section 331 of the Tax Reform 
Act of 1969 (83 Stat. 592), such regula¬ 
tions are amended as follows. Tempo¬ 
rary Treasury Regulations § 13.6, 35 F.R. 
3030, as amended, 35 F.R. 3995, is 
superseded. 


PART 1—INCOME TAX; TAXABLE 
YEARS BEGINNING AFTER DECEM¬ 
BER 31,1953 

Paragraph 1. Section 1.643 (a) -4 i s 
amended to read as follows: 

§ 1.613(ji)—4 Extraordinary dividends 
and taxublc stock dividends. 

In the case solely of a trust which qual¬ 
ifies under Subpart B (section 651 and 
following) as a ‘‘simple trust , 0 there are 
excluded from distributable net income 
extraordinary dividends (whether paid in 
cash or in kind) or taxable stock divi¬ 
dends which are not distributed or 
credited to a beneficiary because the fidu¬ 
ciary in good faith determines that under 
the terms of the governing instrument 
and applicable local law such dividends 
are allocable to corpus. See section 665 
(e), paragraph (b) of § 1.665(e)-l, and 
paragraph (b) of § 1.665 (e)-lA for the 
treatment of such dividends upon sub¬ 
sequent distribution. 

Par. 2. Section 1.643(b)-2 is amended 
to read as follows: 

§ 1.643(b)—2 Dividends allocated to 
corpus. 

Extraordinary dividends or taxable 
stock dividends which the fiduciary, act¬ 
ing in good faith, determines to be al¬ 
locable to corpus under the terms of the 
governing instrument and applicable lo¬ 
cal law are not considered “income 0 for 
purposes of Subpart A, B, C, or D, Part I, 
Subchapter J, Chapter 1 of the Code. See 
section 643(a)(4), § 1.643(a)-4, §1.643 

(d) -2, section 665(e), paragraph (b) of 
§ 1.665(e)-l, and paragraph (b) of § 1.665 

(e) -lA for the treatment of such items 
in the computation of distributable net 
income. 

Par. 3. Section 1.652(b)-l is amended 
to read as follows: 

§ 1.652(b)-l Character of amounts. 

In determining the gross income of a 
beneficiary, the amounts includible un¬ 
der § 1.652(a)-! have the same char¬ 
acter in the hands of the beneficiary 
as in the hands of the trust. For example, 
to the extent that the amounts specified 
in § 1.652(a)-l consist of income exempt 
from tax under section 103, such 
amounts are not included in the bene¬ 
ficiary’s gross income. Similarly, divi¬ 
dends distributed to a beneficiary retain 
their original character in the benefici¬ 
ary’s hands for purposes of determining 
the availability to the beneficiary of the 
dividends received credit under section 
34 (for dividends received on or before 
December 31,1964) and the dividend ex¬ 
clusion under section 116. Also, to the 
extent that the amounts specified in 
§ 1.652(a)-l consist of “earned income’’ 
in the hands of the trust under the 
provisions of section 1348 such amount 
shall be treated under section 1348 as 
“earned income” in the hands of the 
beneficiary. Similarly, to the extent such 
amounts consist of an amount received 
as a part of a lump sum distribution 
from a qualified plan and to which the 
provisions of section 72 (n) would apply 
in the hands of the trust, such amount 
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shall be treated as subject to such section 
in the hands of the beneficiary except 
where such amount is deemed under sec¬ 
tion 666(a) to have been distributed in 
a preceding taxable year of the trust and 
the partial tax described in section 668 

(a) (2) is determined under section 668 

(b) ( 1 )(B). The tax treatment of 
amounts determined under § 1.652(a)-1 
depends upon the beneficiary’s status 
with respect to them not upon the status 
of the trust. Thus, if a beneficiary is 
deemed to have received foreign income 
of a foreign trust, the includibllity of 
such income in his gross income depends 
upon his taxable status with respect to 
that income. 

Par. 4. Sections 1.663(b). 1.663(b)-l, 
and 1.663(b) -2 are amended to read as 

follows: 

§ 1.663(b) Statutory provisions; estates 
iind complex trusts; special rules ap¬ 
plicable to sections 661 and 662; dis¬ 
tributions in first 65 days of taxable 

year. 

Sec. 663. Special rules applicable to sec¬ 
tions 661 and 662. • • • 

(b) Distributions in first 65 days of tax¬ 
able pear —(1) General rule. If within the 
first 65 days of any taxable year of a trust, an 
amount is properly paid or credited, such 
amount shall be considered paid or credited 
on the last day of the preceding taxable year. 

(2) Limitation. Paragraph (1) shall apply 
with respect to any taxable year of a trust 
only if the fiduciary of such trust elects, In 
such manner and at such time as the Secre¬ 
tary or his delegate prescribes by regulations, 
to have paragraph (1) apply for such taxable 
year. 

(Sec. 663(b) as amended by sec. 331(b), Tax 
Reform Act 1969 ( 83 Stat. 598)) 

§ 1.663(b)—1 Distributions in fir*l 63 
days of taxable year; scope. 

(a) Taxable years beginning after De¬ 
cember 31, 1968— ( 1) General rule. With 
respect to taxable years beginning after 
December 31, 1968, the fiduciary of a 
trust may elect under section 633(b) to 
treat any amount or portion thereof that 
is properly paid or credited to a bene¬ 
ficiary within the first 65 days following 
the close of the taxable year as an 
amount that was properly paid or cred¬ 
ited on the last day of such taxable year. 

(2) Effect of election, (i) An election 
is effective only with respect to the taxa¬ 
ble year for which the election is made. 
In the case of distributions made after 
May 8. 1972, the amount to which the 
election applies shall not exceed— 

(a) The amount of income of the trust 
(as defined in § 1.643(b)-l) for the 
taxable year for which the election is 
made, or 

<b> The amount of distributable net 
income of the trust (as defined in §§ 1.643 
<a)-l through 1.643 (a)-7) for such tax¬ 
able year, if greater, 

reduced by any amounts paid, credited, 
or required to be distributed in such 
taxable year other than those amounts 
considered paid or credited in a pre¬ 
ceding taxable year by reason of section 
663(b) and this section. An election shall 
be made for each taxable year for which 
the treatment is desired. The application 


RULES AND REGULATIONS 

of this paragraph may be Illustrated by 
the following example: 

Example. X Trust, a calendar year trust, 
has $1,000 of Income (as defined in § 1.643 
(b)-l) and $800 of distributable net Income 
(as defined in §§ 1.643(a)-1 through 1.643 
(a)-7) In 1972. The trust properly pays $550 
to A. a beneficiary, on January 15. 1972, 
which the trustee elects to treat under sec¬ 
tion 663(b) as paid on December 31. 1971. 
The trust also properly pays to A $600 on 
July 19, 1972, and $450 on January 17, 1973. 
For 1972, the maximum amount that may be 
elected under this subdivision to be treated 
as properly paid or credited on the last day 
of 1972 is $400 ($1,000-$600). The $550 paid 
on January 15. 1972, does not reduce the 
maximum amount to which the election may 
apply, because that amount Is treated as 
properly paid on December 31,1971. 

(ii) If an election is made with re¬ 
spect to a taxable year of a trust, this 
section shall apply only to those amounts 
which are properly paid or credited with¬ 
in the first 65 days following such y^ar 
and which are so designated by the fi¬ 
duciary in his election. Any amount con¬ 
sidered under section 663(b) as having 
been distributed in the preceding taxable 
year shall be so treated for all purposes. 
For example, in determining the bene¬ 
ficiary’s tax liability, such amount shall 
be considered as having been received by 
the beneficiary in his taxable year in 
which or with which the last day of the 
preceding taxable year of the trust ends. 

(b) Taxable years beginning before 
January 1, 1969. With respect to taxable 
years of a trust beginning before Janu¬ 
ary 1,1969, the fiduciary of the trust may 
elect under section 663(b) to treat distri¬ 
butions within the first 65 days following 
such taxable year as amounts which were 
taxable year, if: 

(1) The trust was in existence prior 
to January 1, 1954; 

(2) An amount in excess of the in¬ 
come of the immediately preceding tax¬ 
able year may not (under the terms of 
the governing instrument) be distributed 
in any taxable year; and 

(3) The fiduciary elects (as provided 
in § 1.663(b)-2) to have section 663(b) 
apply. 

§ 1.663(b)—2 Flection. 

(a) Manner and time of election; ir¬ 
revocability —(1) When return is re¬ 
quired to be filed. If a trust return is 
required to be filed for the taxable year 
of the trust for which the election is 
made, the election shall be made in the 
appropriate place on such return. The 
election under this subparagraph shall 
be made not later than the time pre¬ 
scribed by law for filing such return (in¬ 
cluding extensions thereof). Such elec¬ 
tion shall become irrevocable after the 
last day prescribed for making it. 

(2) When no return is required to be 
filed. If no return is required to be filed 
for the taxable year of the trust for 
which the election is made, the election 
shall be made in a statement filed with 
the internal revenue office with which a 
return by such trust would be filed if 
such trust were required to file a return 
for such taxable year. See section 6091 
and the regulations thereunder for place 
for filing returns. The election under this 
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subparagraph shall be made not later 
than the time prescribed by law for fil¬ 
ing a return if such trust were required 
to file a return for such taxable year. 
Such election shall become irrevocable 
after the last day prescribed for making 
it. 

(b) Elections under prior law. Elec¬ 
tions made pursuant to section 663(b) 
prior to its amendment by section 331(b) 
of the Tax Reform Act of 1969 (83 Stat. 
598), which, under prior law, were irrev¬ 
ocable for the taxable year for which 
the election w as made and all subsequent 
years, are not effective for taxable years 
beginning after December 31,1968. In the 
case of a trust for which an election was 
made under prior law, the fiduciary shall 
make the election for each taxable year 
beginning after December 31, 1968, for 
which tiie treatment provided by section 
663(b) is desired. 

Par. 5. The following sections are In¬ 
serted immediately before ^1.665 (a) : 

§ 1.665(a) A Statutory provisions; ex¬ 
cess distributions by trusts; defini¬ 
tions applicable to subpurt D; un¬ 
distributed net income. 

See. 665. Definitions applicable to subpart 
D —(a) Undistributed net income. For pur¬ 
poses of this subpart, the term “undistribut¬ 
ed net Income” for any taxable year means 
the amount by which the distributable net 
Income of the trust for such taxable year 
exceeds the sum of— 

(1) The amounts for such taxable year 
specified In paragraphs ( 1 ) and ( 2 ) of section 
661(a). and 

(2) The amount of taxes Imposed on the 
trust attributable to such distributable net 
Income. 

(Sec. 665(a) as amended bv sec. 331(a), Tax 
Reform Act 1969 (83 Stat. 592) 1 

§ 1.665(a)—0A Excess distributions by 
trusts; scope of subpart D. 

(a> In general. (1) Subpart D (sec¬ 
tion 665 and following), part I, subchap¬ 
ter J, chapter 1 of the Code as amended 
by the Tax Reform Act of 1969, is de¬ 
signed to tax the beneficiary of a trust 
that accumulates, rather than distributes, 
all or part of its income currently (i.e., 
an accumulation trust), in most cases, as 
if the income had been currently dis¬ 
tributed to the beneficiary instead of ac¬ 
cumulated by the trusts. Accordingly, 
subpart D provides special rules for the 
treatment of amounts paid, credited, or 
required to be distributed by a complex 
trust (one that is subject to subpart C 
(section 661 and following) of such part 
I) in any year in excess of “distributable 
net Income” (as defined in section 643 
(a)) for that year. Such an excess dis¬ 
tribution is an “accumulation distribu¬ 
tion” (as defined in section 665(b)). The 
special rules of subpart D are generally 
inapplicable to amounts paid, credited, 
or required to be distributed by a trust 
in a taxable year in which it qualifies as 
a simple trust (one that is subject to 
subpart B (section 651 and following) 
of such part I). However, see S 1.665(e)- 
lA(b) for rules relating to the treatment 
of a simple trust as a complex trust. 

(2) An accumulation distribution is 
deemed to consist of. first, “undistrib¬ 
uted net income” (as defined in section 
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665(a)) of the trust from preceding tax¬ 
able years, and, after all the undistrib¬ 
uted net income for all preceding tax¬ 
able years has been deemed distributed, 
“undistributed capital gain” (as defined 
In section 665(f)) of the trust for all 
preceding taxable years commencing 
with the first year such amounts were ac¬ 
cumulated. An accumulation distribution 
of undistributed capital gain is a “capi¬ 
tal gain distribution” (as defined in sec¬ 
tion 665(g)). To the extent an accumu¬ 
lation distribution exceeds the “undis¬ 
tributed net income” and “undistributed 
capital gain” so determined, it is deemed 
to consist of corpus. 

(3) The accumulation distribution is 
“thrown back” to the earliest “preceding 
taxable year” of the trust, which, in the 
case of distributions made for a taxable 
year beginning after December 31, 1973, 
from a trust (other than a foreign trust 
created by a U.S. person), is any taxable 
year beginning after December 31. 1968. 
Special transitional rules apply for dis¬ 
tributions made in taxable years begin¬ 
ning before January 1, 1974. In the case 
of a foreign trust created by a U.S. 
person, a “preceding taxable year” is any 
year of the trust to which the Code 
applies. 

(4) A distribution of undistributed net 
income < included in an accumulation dis¬ 
tribution) and a capital gain distribution 
will be included in the income of the 
beneficiary in the year they are actually 
paid, credited, or required f o be distrib¬ 
uted to him. The tax on the distribution 
will be approximately the amount of tax 
the beneficiary w T ould have paid with 
respect to the distribution had the in¬ 
come and capital gain been distributed 
to the beneficiary in the year earned by 
the trust. An additional amount equal to 
the “taxes imposed on the trust” for the 
preceding year is also deemed distributed. 
To prevent double taxation, however, the 
beneficiary receives a credit for such 
taxes. 

(b) Effective dates. All regulations 
sections under subpart D (sections 665 
through 669) which have an “A” suffix 
(such as §§ 1.665(a)A and 1.666cb)-lA) 
are applicable to taxable years beginning 
on or after January 1, 1969, and all 
references therein to sections 665 
through 669 are references to such sec¬ 
tions as amended by the Tax Refom 
Act of 1969. Sections without the “A” 
suffix (such as §§ 1.665(a) and 1.666(b)- 
1 ) are applicable only to taxable years 
beginning before January 1, 1969, and all 
references therein to sections 665 through 
669 are references to such sections before 
amendment by the Tax Reform Act of 
1969. 

(c) Examples. Where examples con¬ 
tained in the regulations under subpart 
D refer to tax rates for years after 1968, 
such tax rates are not necessarily the 
actual rates for such years, but are only 
used for example purposes. 

(d) Applicability to estates. Subpart 
D does not apply to any estate. 

§ 1.665(a)—1A Undistributed net in¬ 
come. 

(a) Domestic trusts. The term “undis¬ 
tributed net income”, in the case of a 


trust (other than a foreign trust created 
by a U.S. person) means, for any tax¬ 
able year beginning after December 31. 
1968, the distributable net income of the 
trust for that year (as determined under 
section 643(a)), less: 

(1) The amount of income required to 
be distributed currently and any other 
amounts properly paid or credited or re¬ 
quired to be distributed to beneficiaries 
in the taxable year as specified in sec¬ 
tion 661(a), and 

(2) The amount of taxes imposed on 
the trust attributable to such distribut¬ 
able net income, as defined in § 1.665 
(d)-lA. The application of the rule in 
this paragraph to a taxable year of a 
trust in which income is accumulated 
may be illustrated by the following 
example. 

Example. Under the terms of the trust, 
$10,000 of income is required to be distrib¬ 
uted currently to A and the trustee has dis¬ 
cretion to make additional distributions to 
A. During the taxable year 1971 the trust 
had distributable net Income of $30,100 de¬ 
rived from royalties and the trustee made 
distributions of $20,000 to A. The taxable 
income of the trust is $10,000 on which a 
tax of $2,190 is paid. The undistributed net 
Income of the trust for the taxable year 
1971 is $7,910, computed as follows: 

Distributable net income- $30,100 

Less: 

Income currently dis¬ 
tributable to A_ $10.000 

Other amounts distrib¬ 
uted to A_ 10,000 

Taxes imposed on the 
trust attributable to 
the undistributed net 
income (see $ 1.665(d)- 


1A)___ 2. 190 

Total... 22,190 


Undistributed net income— 7,910 

(b) Foreign trusts. The undistributed 
net income of a foreign trust created by 
a U.S. person for any taxable year is the 
distributable net income of such trust 
(see § 1.643(a)-6 and the examples set 
forth in paragraph (b) thereof), less: 

(1) The amount of income required to 
be distributed currently and any other 
amounts properly paid or credited or re¬ 
quired to be distributed to beneficiaries 
in the taxable year as specified in sec¬ 
tion 661(a). and 

(2) The amount of taxes imposed on 
such trust by chapter 1 of the Internal 
Revenue Code, which are attributable to 
items of income which are required to be 
included in such distributable net in¬ 
come. 

For purposes of subparagraph (2) of this 
paragraph, the amount of taxes imposed 
on the trust for any taxable year by 
chapter 1 of the Internal Revenue Code 
is the amount of taxes imposed pursuant 
to section 871 (relating to tax on non¬ 
resident alien individuals) which is 
properly allocable to the undistributed 
portion of the distributable net income. 
See § 1.665(d)-lA. The amount of taxes 
imposed pursuant to section 871 is the 
difference between the total tax imposed 
pursuant to that section on the foreign 
trust created by a U.S. person for the 
year and the amount which w r ould have 


been imposed on such trust had all the 
distributable net income, as determined 
under section 643(a), been distributed. 
The application of the rule in this para¬ 
graph may be illustrated by the follow¬ 
ing examples: 

Example (I). A trust was created In 1952 
under the laws of Country X by the transfer 
to a trustee In Country X of property by a 
U.S. person. The entire trust constitutes a 
foreign trust created by a U.S. person. The 
governing Instrument of the trust provides 
that $7,000 of income is required to be dis¬ 
tributed currently to a U.S. beneficiary and 
gives the trustee discretion to make addi¬ 
tional distributions to the beneficiary. Dur¬ 
ing the taxable year 1973 the trust had in¬ 
come of $10,000 from dividends of a U.S. 
corporation (on which Federal income taxes 
of $3,000 were Imposed pursuant to section 
871 and withheld under section 1441, result¬ 
ing in the receipt by the trust of cash in the 
amount of $7,000), $20,000 in capital gains 
from the sale of stock of a Country Y corpo¬ 
ration and $30,000 from dividends of a Coun¬ 
try X corporation, none of the gross income of 
which was derived from sources within the 
United States. No Income taxes were required 
to be paid to Country X or Country Y in 
1973. The trustee did not file a U.S. income 
tax return for the taxable year 1973. The 
distributable net income of the trust before 
distributions to the beneficiary for 1973 is 
$60,000 ($57,000 of which is cash). During 
1973 the trustee made distributions to the 
U.S. beneficiary equaling one-half of the 
trust’s distributable net income. Thus, the 
U.S. beneficiary is treated as having had dis¬ 
tributed to him $5,000 (composed of $3,500 
as a cash distribution and $1,500 as the tax 
Imposed pursuant to section 871 and with¬ 
held under section 1441), representing one- 
half of the income from U.S. sources; $10,000 
in cash, representing one-half of the capital 
gains from the sale of stock of the Country 
Y corporation; and $15,000 in cash, repre¬ 
senting one-half of the income from Country 
X sources for a total of $30,000. The undis¬ 
tributed net income of the trust at the close 
of taxable year 1973 is $28,500 computed as 
follows: 

Distributable net Income - $60.000 

Less: 

(1) Amounts distributed 
to the beneficiary : 

Income currently dis¬ 
tributed to the 


beneficiary _ $7,0(30 

Other amounts dis¬ 
tributed to the 

beneficiary _ 21,500 

Taxes under sec. 871 
deemed distributed 
to the beneficiary_ 1,500 


Total amounts 
distributed to 
the beneficiary- 30,000 
(2) Amount of taxes im¬ 
posed on the trust 
under chapter 1 of the 
Code attributable to 
the undistributed net 
income (See § 1.665 
(d)-lA) $3,000 less 


$1,500)...— 1.600 

Total_ 31,500 


Undistributed net income— 28.500 
Example (2). The facts are the same as in 
example (1) except that property has been 
transferred to the trust by a person other 
than a U.S. person, and during 1973 the for¬ 
eign trust created by a U.S. person was 60 
percent of the entire foreign trust. The 
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trustee paid no Income taxes to Country X 
nr Country Y In 1973. 

,Yv Ti ie undistributed net Income of the 
nnrtion of the entire trust which la & for- 
Men trust created by a U.S. person for 1973 
is $ 17 , 100 . computed as follows: 

Distributable net Income (60% of 
each Item of gross income of 


entire trust): 

60% of $10,000 U.S. dividends— 
60% of $20,000 Country X capi¬ 
tal gains- 

60% of $30,000 Country X divi¬ 
dends ..-.. 


$6,000 
12,000 
18, 000 


Total _ 36, 000 

(i) Amounts distributed 
to the beneficiary — 

Income currently dis¬ 
tributed to the 
beneficiary (60% of 


$ 7 , 000 ) . 64,200 

Other amounts dis¬ 
tributed to the 
beneficiary (60% of 

$21,500). 12,900 

Taxes under sec. 871 
deemed distributed 
to the beneficiary 
(60% of $1,500)-— 900 


Total amounts 
distributed to 
the beneficiary- 18, 000 
(11) Amount of taxes im¬ 
posed on the trust un¬ 
der chapter 1 of the 
Code attributable to 
the undistributed net 
income (see § 1.665 
(d)-lA) (60% of 

$1.500). 900 


Total 


18. 900 


Undistributed net income. - 17,100 

(2) The undistributed net income of the 
portion of the entire trust which is not a 
foreign trust created by a U.S. person for 
1973 is $11,400, computed as follows: 

Distributable net income (40% of 
each item of gross income of 


entire trust) 

40% of $10,000 U.S. dividends— $4,000 
40% of $20,000 Country X capital 

gains- 8 , 000 

40% of $30,000 Country X divi¬ 
dends _ 12,000 


Total. 24, 000 

Less: 

(i) Amounts distributed 
to the beneficiary— 

Income currently dis¬ 
tributed to the 
beneficiary (40% of 


$7,000). $2,800 

Other amounts dis¬ 
tributed to the 
beneficiary (40% of 

$21,500). 8,600 

Taxes under sec. 871 
deemed distributed 
to the beneficiary 
(40% of $1.500)_ 600 


Total amounts dis¬ 
tributed to the 
beneficiary_- 12 , 000 


(ii) Amount of taxes im¬ 
posed on the trust un¬ 
der chapter 1 of the 
Code attributable to 
the undistributed net 
income (See fi 1.665 


(d)-lA) (40% of 


$1,500) . 600 

Total -.. 12, 600 


Undistributed net income—. 11,400 

(c) Effect of prior distributions. The 
undistributed net income lor any year 
to which an accumulation distribution 
for a later year may be thrown back will 
be reduced by accumulation distributions 
in intervening years that are required to 
be thrown back to such year. For exam¬ 
ple, if a trust has undistributed net in¬ 
come for 1975, and an accumulation dis¬ 
tribution is made in 1980, there must be 
taken into account the effect on undis¬ 
tributed net income for 1975 of any ac¬ 
cumulation distribution made in 1976, 
1977, 1978. or 1979. However, undistrib¬ 
uted net income for any year will not 
be reduced by any distributions in any 
intervening years that are excluded un¬ 
der section 663(a)(1), relating to gifts, 
bequests, etc. See paragraph (d) of 
§ 1.666(a)-lA for an illustration of the 
reduction of undistributed net income for 
any year by a subsequent accumulation 
distribution. 

(d) Distributions made in taxable 
years beginning before January 1, 1974. 
For special rules relating to accumulation 
distributions of undistributed net in¬ 
come made in taxable years of the trust 
beginning before January 1, 1974, see 
§ 1.665(b)-2A. 

§ 1.663(b) A Statutory provisions; ex- 
ipsji cli'tribufions by trusts; defini¬ 
tions applicable to subpart D; ac¬ 
cumulation distribution. 

Sec. 665. Definitions applicable to subpart 

D. • • • 

(b) Accumulation distribution. For pur¬ 
poses of this subpart, the term “accumula¬ 
tion distribution” means, for any taxable year 
of the trust, the amount by which— 

(1) The amounts specified in paragraph 
(2) of section 661(a) for such taxable year, 
exceed 

(2) Distributable net income for such year 
reduced (but not below zero) by the amounts 
specified in paragraph (1) of section 661(a). 

(Sec. 665(b) as amended by sec. 331(a). Tax 
Reform Act 1969 (83 Stat. 592) 1 

§ 1.663(b)—1A Accumulation distribu¬ 
tions. 

(a) In general. (1) For any taxable 
year of a trust the term '‘accumulation 
distribution" means an amount by which 
the amounts properly paid, credited, or 
required to be distributed within the 
meaning of section 661 (a) (2) (i.e., all 
amounts properly paid, credited, or re¬ 
quired to be distributed to the beneficiary 
other than income required to be dis¬ 
tributed currently within the meaning 
of section 661(a)(1)) for that year ex¬ 
ceed the distributable net income (deter¬ 
mined under section 643(a)) of the trust, 
reduced (but not below zero) by the 
amount of income required to be distri¬ 
buted currently. To the extent provided 
in section 663(b) and the regulations 
thereunder, distributions made within 
the first 65 days following a taxable year 


may be treated as having been distrib¬ 
uted on the last day of such taxable 
year. 

(2) An accumulation distribution also 
includes, for a taxable year of the trust, 
any amount to which section 661(a) ( 2 ) 
and the preceding paragraph are in¬ 
applicable and which is paid, credited, or 
required to be distributed during the 
taxable year of the trust by reason of 
the exercise of a power to appoint, dis¬ 
tribute. consume, or withdraw corpus of 
the trust or income of the trust accu¬ 
mulated in a preceding taxable year. No 
accumulation distribution is deemed to 
be made solely because the grantor or 
any other person is treated as owner of 
a portion of the trust by reason of an 
unexercised power to appoint, distribute, 
consume, or withdraw corpus or accu¬ 
mulated Income of the trust. Nor will an 
accumulation distribution be deemed to 
have been made by reason of the exercise 
of a power that may affect only taxable 
income previously attributed to the 
holders of such power under subpart E 
(section 671 and following). See example 
4 of paragraph (d) of tills section for 
an example of an accumulation distribu¬ 
tion occurring as a result of the exercise 
of a power of withdrawal. 

(3) Although amounts properly paid 
or credited under section 661(a) do not 
exceed the income of the trust during 
the taxable year, an accumulation dis¬ 
tribution may result if the amounts 
properly paid or credited under section 
661(a)(2) exceed distributable net in¬ 
come reduced (but not below zero) by 
the amount required to be distributed 
currently under section 661(a)(1). Tills 
may occur, for example, when expenses, 
interest, taxes, or other items allocable 
to corpus are taken into account in de¬ 
termining taxable income and hence 
causing distributable net income to be 
less than the trust’s income. 

(b) Payments that are accumulation 
distributions. The following are some in¬ 
stances in which an accumulation dis¬ 
tribution may arise: 

(1) One trust to another. A distribu¬ 
tion from one trust to another trust is 
generally an accumulation distribution. 
See § 1.643(c) -1. This general rule will 
apply regardless of whether the distribu¬ 
tion is to an existing trust or to a newly 
created trust and regardless of whether 
the trust to which the distribution is 
made was created by the same person 
who created the trust from which the 
distribution is made or a different per¬ 
son. However, a distribution made from 
one trust to a second trust will be deemed 
an accumulation distribution by the first 
trust to an ultimate beneficiary of the 
second trust if the primary purpose of 
the distribution to the second trust is to 
avoid the capital gain distribution provi¬ 
sions (see section 669 and the regula¬ 
tions thereunder). An amount passing 
from one separate share of a trust to 
another separate share of the same trust 
is not an accumulation distribution. See 
§ 1.665 (g)-2A. For rules relating to the 
computation of the beneficiary’s tax un- 
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der section 668 by reason of an accumu¬ 
lation distribution from the second trust, 
see paragraphs (b)( 1 ) and (c)( 1 ) (i) of 
§ 1 . 668 (b)-lA and paragraphs (b)(1) 
and (c)(1) (i) of § 1.669(b>-lA. 

(2) Income accumulated during mi¬ 
nority. A distribution of income accum¬ 
ulated during the minority of the bene¬ 
ficiary is generally an accumulation 
distribution. For example, if a trust ac¬ 
cumulates income until the beneficiary’s 
21 st birthday, and then distributes the 
income to the beneficiary, such a distri¬ 
bution is an accumulation distribution. 
However, see § 1.665(b)-2A for rules 
governing income accumulated In tax¬ 
able years beginning before January 1, 
1969. 

(3) Amounts paid for support. To the 
extent that amounts forming all or part 
of an accumulation distribution are ap¬ 
plied or distributed for the support of a 
dependent under the circumstances spec¬ 
ified in section 677(b) or section 678(c) 
or are used to discharge or satisfy any 
person’s legal obligation as that term is 
used in § 1.662 (a)-4. such amounts will 
be considered as having been distributed 
directly to the person whose obligation is 
being satisfied. 

(c) Payments that are not accumu¬ 
lation distributions —(1) Gifts, bequests, 
etc., described in section 663(a)(1 ). A 
gift or bequest of a specific sum of money 
or of specific property described in sec¬ 
tion 663(a)(1) is not an accumulation 
distribution. 

(2) Charitable payments. Any amount 
paid, permanently set aside, or used for 
the purposes specified in section 642(c) 
is not an accumulation distribution, even 
though no charitable deduction is al¬ 
lowed under such section with respect 
to such payment. 

(3) Income required to be distributed 
currently. No accumulation distribution 
will arise by reason of a payment of in¬ 
come required to be distributed currently 
even though such income exceeds the 
distributable net income of the trust be¬ 
cause the payment is an amount speci¬ 
fied in section 661(a) ( 1 ). 

(d) Examples. The provisions of this 
section may be illustrated by the follow¬ 
ing examples: 

Example (I). A trustee properly makes a 
distribution to a beneficiary of $20,000 dur¬ 
ing the taxable year 1976, of which $10,000 
is income required to be distributed cur¬ 
rently to the beneficiary. The distributable 
net Income of the trust is $15,000. There la 
an accumulation distribution of $5,000 com¬ 


puted as follows. 

Total distribution_ $20,000 

Less: Income required to be distrib¬ 
uted currently (section 601(a) 

( 1 )) __ 10,000 

Other amounts distributed 

(section 661 (a) ( 2 )). 10.000 


Distributable net income— $15,000 
Less: Income required to 
be distributed currently- 10.000 


Balance of distributable net in¬ 
come -___-_-_-___ 5, 000 

Accumulation distribution— 6,000 


Example (2). Under the terms of the trust 
instrument, an annuity of $15,000 Is required 
to be paid to A out of Income each year and 
the trustee may in his discretion make dis¬ 
tributions out of Income or corpus to B. 
During the taxable year the trust had income 
of $18,000, as defined in section 643(b), and 
expenses allocable to corpus of $5,000. Dis¬ 
tributable net income amounted to $13,000. 
The trustee distributed $15,000 of income to 
A and, in the exercise of his discretion, paid 
$5,000 to B. There is an accumulation distri¬ 
bution of $5,000 computed as follows: 

Total distribution __ $20,000 

Less: Income required to be distrib¬ 
uted currently to A (section 661 
(a)( 1 )) . 15.000 


Other amounts distributed 

(section 661(a)(2))- 5,000 

Distributable net income. $13,000 
Less: Income required to 
be distributed currently 
to A... 15. 000 


Balance of distributable net in¬ 
come _ 0 


Accumulation distribution to 
B. 5, 000 

Example (J). Under the terms of a trust 
instrument, the trustee may either accumu¬ 
late the trust Income or make distributions 
to A and B. The trustee may also invade 
corpus for the benefit of A and B. During 
the taxable year, the trust had income as 
defined in section 643(b) of $22,000 and ex¬ 
penses of $5,000 allocable to corpus. Distrib¬ 
utable net income amounts to $17,000. The 
trustee distributed (10,000 each to A and B 
during the taxable year. There Is an accumu¬ 
lation distribution of $3,000 computed as 
follows: 

Total distribution- $20, 000 

Less: Income required to be dis¬ 
tributed currently_ 0 


Other amounts distributed 

(section 661(a)(2)). 20,000 

Distributable net income. $17,000 
Less: Income required to 
be distributed cur¬ 
rently _ 0 


Balance of distributable net in¬ 
come _ 17,000 


Accumulation distribution— 3,000 

Example (4). A dies in 1974 and bequeaths 
one-half the residue of his estate in trust. 
His widow, W, is given a power, exercisable 
solely by her, to require the trustee to pay 
her each year of the trust $5,000 from corpus, 
W's right to exercise such power was exercis¬ 
able at any time during the year but was 
not cumulative, so that, upon her failure to 
exercise it before the end of any taxable year 
of the trust, her right as to that year lapsed. 
The trust’s taxable year is the calendar year. 
During the calendar years 1975 and 1976, W 
did not exercise her right and it lapsed as 
to those years. In the calendar years 1977 and 
1978, In which years the trust had not dis¬ 
tributable net Income, she exercised her 
right and withdrew $4,000 in 1977 and $5,000 
in 1978. No accumulation distribution was 
made by the trust in the calendar years 1975 
and 1976. An accumulation distribution of 
$4,000 was made in 1977 and an accumula¬ 
tion distribution of $5,000 was made in 1978. 
The accumulation distribution for the years 
1977 and 1978 is not reduced by any amount 
of Income of the trust attributable to her 


under section 678 by reason of her power of 
withdrawal. 

§ 1.665(h)—2A Special rules for ac¬ 
cumulation distributions made in 
taxable years beginning before Jan¬ 
uary 1, 1974. 

(a) General rule. Section 33Kd)<2> 
(A) of the Tax Reform Act of 1969 ex¬ 
cludes certain accumulated income from 
the tax imposed by section 668 (a) ( 2 ) by 
providing certain exceptions from the 
definition of an “accumulation distribu¬ 
tion.” Any amount paid, credited, or re¬ 
quired to be distributed by a trust (other 
than a foreign trust created by a U S. 
person) during a taxable year of the 
trust beginning after December 31, 1968, 
and before January 1, 1974, shall not be 
subject to the tax imposed by section 
668 (a)( 2 ) to the extent of the portion 
of such amount that ( 1 ) would be allo¬ 
cated under section 666 (a) to a preceding 
taxable year of the trust beginning be¬ 
fore January 1, 1969, and (2) would not 
have been deemed an accumulation dis¬ 
tribution because of the provisions of 
paragraphs (1), ( 2 ), (3), or (4) of sec¬ 
tion 665(b) as in effect on December 31, 

1968, had the trust distributed such 
amounts on the last day of its last tax¬ 
able year beginning before January 1 , 

1969. However, the $2,000 de minimis ex¬ 

ception formerly in section 665(b) does 
not apply in the case of any distribution 
made in a taxable year of a trust be¬ 
ginning after December 31, 1968. 

Amounts to which this exclusion applies 
shall reduce the undistributed net income 
of the trust for the preceding taxable 
year or years to which such amounts 
would be allocated under section 666 <a). 
However, since section 668(a)(2) does 
not apply to such amounts, no amount of 
taxes imposed on the trust allocable to 
such undistributed net income is deemed 
distributed under section 666 (b) and (c). 

(b) Application of general rule. The 
rule expressed in paragraph (a) of this 
section is applied to the exceptions for¬ 
merly in section 665(b) as follows: 

(1) Distributions from amounts ac¬ 
cumulated while beneficiary is under 21. 
(i) Paragraph (1) of section 665(b) as in 
effect on December 31, 1968, provided 
that amounts paid, credited, or required 
to be distributed to a beneficiary as in¬ 
come accumulated before the birth of 
such beneficiary or before such benefi¬ 
ciary attains the age of 21 were not to 
be considered to be accumulation distri¬ 
butions. If an accumulation distribution 
is made in a taxable year of the trust 
beginning after December 31, 1968. and 
before January 1, 1974, and under sec¬ 
tion 666 (a) such accumulation distribu¬ 
tion would be allocated to a preceding 
taxable year beginning before January 1, 
1969, no tax shall be imposed under sec¬ 
tion 668 (a) ( 2 ) to the extent the Income 
earned by the trust for such preceding 
taxable year would be deemed under 
§ 1.665(b)-2(b) (1) to have been accumu¬ 
lated before the beneficiary’s birth or 
before his 21st birthday. The provisions 
of this subparagraph may be Ulustrated 
by the following example: 
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Example. A trust on the calendar year basis 
was established on January 1, 1965, to ac¬ 
cumulate the income during the minority of 
B and to pay the accumulated income over 
tc! B upon his attaining the age of 21. 
B’s 21st birthday is January 1, 1973. On 
January 2, 1973, the trustee pays over to B 
all the accumulated income of the trust. 
The distribution is an accumulation distri¬ 
bution that may be allocated under section 
666 (a) to 1968, 1969. 1970, 1971. and 1972 
(the 5 preceding taxable years as defined in 
§ 1 . 665(e) -1A) . To the extent the distribu¬ 
tion is allocated to 1968, no tax is imposed 
under section 668 (a) (2). 

(ii) As indicated in paragraph (a) of 
this section, a distribution of an amount 
excepted from the tax otherwise imposed 
under section 668(a) (2) will reduce un¬ 
distributed net income for the purpose of 
determining the effect of a future dis¬ 
tribution. Thus, under the facts of the 
example in subdivision (i) of this sub- 
paragraph, the undistributed net income 
for the trust's taxable year 1968 would 
be reduced by the amount of the distri¬ 
bution allocated to that year under 
section 666(a). 

(2) Emergency distributions. Para¬ 
graph (2) of section 665(b) as in effect 
on December 31,1968, provided an exclu¬ 
sion from the definition of an accumula¬ 
tion distribution for amounts properly 
paid or credited to a beneficiary to meet 
his emergency needs. Therefore, if an 
accumulation distribution is made from 
a trust in a taxable year beginning before 
January 1, 1974, and under section 666 
(a) such accumulation distribution 
would be allocated to a preceding taxable 
year of the trust beginning before Janu¬ 
ary 1.1969, no tax shall be imposed under 
section 668(a)(2) if such distribution 
would have been considered an emer¬ 
gency distribution under § 1.665(b)-2(b) 
(2) had it been made in a taxable year 
of the trust beginning before January 1, 
1969. For example, assume a trust on a 
calendar year basis in 1972 makes an 
accumulation distribution which under 
5 1.665(b)—2(b) (2) would be considered 
an emergency distribution and under 
section 666(a) the distribution would be 
allocated to the years 1967, 1968, and 
1969. To the extent such amount is allo¬ 
cated to 1967 and 1968, no tax would 
be imnosed under section 668(a)(2). 

(3) Certain distributions at specified 
ages. Paragraph (3) of section 665(b) as 
in effect on December 31, 1968. provided 
an exclusion (in the case of certain trusts 
created before January 1, 1954) from the 
definition of an accumulation distribu¬ 
tion for amounts properly paid or credit¬ 
ed to a beneficiary upon his attaining a 
specified age or ages, subject to certain 
restrictions (see § 1.665<b)-2(b) (3)). 
Therefore, a distribution from a trust 
in a taxable year beginning after Decem¬ 
ber 31,1968, will not be subject to the tax 
imposed under section 668(a)(2) to the 
extent such distribution would be allo¬ 
cated to a preceding taxable year of the 
trust beginning before January 1, 1969, 
if such distribution would have qualified 
under the provisions of § 1.665(b)-2(b) 

it been made in a taxable year 
or the trust to which such section was 
applicable. 


(4) Certain final distribution. Para¬ 
graph (4) of section 665(b) as in effect 
on December 31, 1968, provided an 
exclusion from the definition of an accu¬ 
mulation distribution for amounts prop¬ 
erly paid or credited to a beneficiary as a 
final distribution of the trust if such final 
distribution was made more than 9 years 
after the date of the last transfer to such 
trust. Therefore, amounts properly paid 
or credited to a beneficiary as a final 
distribution of a trust in a taxable year 
of a trust beginning after December 31, 
1968, and before January 1, 1974, will not 
be subject to the tax imposed under 
section 668(a) (2) to the extent such dis¬ 
tribution would be allocated to a preced¬ 
ing taxable year of the trust beginning 
before January 1, 1969, if such final dis¬ 
tribution was made more than 9 years 
after the date of the last transfer to such 
trust. The provisions of this subpara¬ 
graph may be illustrated by the follow¬ 
ing example: 

Example. A trust on a calendar-year basis 
was established on January 1, 1958, and no 
additional transfers were made to It. On Jan¬ 
uary 1 . 1973, the trustee terminates the trust 
and on the same day he makes a final dis¬ 
tribution to the beneficiary, B. The distribu¬ 
tion is an accumulation distribution that 
may be allocated under section 666 (a) to 
1968, 1969, 1970, 1971, and 1972 (the 5 preced¬ 
ing taxable years as defined in § 1.665(e)- 
1A). Because more than 9 years elapsed be¬ 
tween the date of the last transfer to the 
trust and the date of final distribution, the 
distribution is not taxed under section 668 
(a) ( 2 ) to the extent it would be allocated to 
19C8 under section 666 (a). 

§ 1.665(c) A Statutory provisions; ex¬ 
ec** distributions by trusts; defini¬ 
tions applicable to subpart D; special 
rule applicable to distributions by 
certain foreign trusts. 

Sec. 665. Definitions applicable to subpart 
D. • * * 

(c) Special rule applicable to distributions 
by certain foreign trusts. For purposes of this 
subpart, any amount paid to a U.S. person 
which is from a payor who Is not a U.S. per¬ 
son and which is derived directly or indi¬ 
rectly from a foreign trust created by a U.S. 
person shall be deemed In the year of pay¬ 
ment to have been directly paid by the for¬ 
eign trust. 

[Sec. 665(c) as amended by sec. 331(a), Tax 
Reform Act 1969 (83 Stat. 592)) 

§ 1.663(e)—1A Special rule applicable 
to distributions by certain foreign 
trusts. 

(a) In general . Except as provided in 
paragraph (b) of this section, for pur¬ 
poses of section 665 any amount paid to a 
U.S. person which is from a payor who is 
not a U.S. person and which is derived 
directly or indirectly from a foreign 
trust created by a U.S. person shall be 
deemed in the year of payment to the 
U.S. person to have been directly paid 
to the U.S. person by the trust. For ex¬ 
ample, if a nonresident alien receives 
a distribution from a foreign trust cre¬ 
ated by a U.S. person and then pays the 
amount of the distribution over to a 
U.S. person, the payment of such amount 
to the U.S. person represents an accumu¬ 
lation distribution to the U.S. person 
from the trust to the extent that the 


amount received would have been an ac¬ 
cumulation distribution had the trust 
paid the amount directly to the U.S. per¬ 
son in the year in which the payment was 
received by the U.S. person. This section 
also applies in a case where a nonresident 
alien receives indirectly an accumulation 
distribution from a foreign trust created 
by a UJS. person and then pays it over 
to a U.S. person. An example of such a 
transaction is one where the foreign 
trust created by a U.S. person makes the 
distribution to an intervening foreign 
trust created by either a U.S. person or 
a person other than a U.S. person and 
the intervening trust distributes the 
amount received to a nonresident alien 
who in turn pays it over to a U.S. per¬ 
son. Under these circumstances, it is 
deemed that the payment received by the 
U.S. person was received directly from a 
foreign trust created by a U5. person. 

(b) Limitation. In the case of a dis¬ 
tribution to a beneficiary who is a U.S. 
person, paragraph (a) of this section 
does not apply if the distribution is re¬ 
ceived by such beneficiary under circum¬ 
stances indicating lack of intent on the 
part of the parties to circumvent the pur- 
poc's for which section 7 of the Revenue 
Act of 1962 (76 Stat. 985) was enacted. 

§ 1.663(d) A Statutory provisions; ex- 
ce»s distribution by trusts; defini¬ 
tions applicable to subparl D; taxes 
imposed on tbe trust. 

Sec. 665. Definitions applicable to sub¬ 
part D. • • • 

(d) Taxes imposed on the trust. For pur¬ 
poses of this subpart, the term “taxes Im¬ 
posed on the trust” means the amount of 
the taxes which are imposed for any tax¬ 
able year of the trust under this chapter 
(without regard to this subpart) and which, 
under regulations prescribed by the Secre¬ 
tary or his delegate, are properly allocable 
to the undistributed portions of distribut¬ 
able net Income and gains In excess of 
losses from sales or exchanges of capital 
assets. The amount determined In the 
preceding sentence shall be reduced by any 
amount of such taxes deemed distributed 
under section 666 (b) and (c) or 669 (d) 
and (e) to any beneficiary. 

[Sec. 665(d) as amended by sec. 331(a), 
Tax Reform Act 1969 (83 Stat. 592) J 

§ 1.665(d)—1A Taxes imposed on tbe 
trust. 

(a) In general. (1) For purposes of 
subpart D, the term “taxes imposed on 
the trust” means the amount of Federal 
income taxes properly imposed for any 
taxable year on the trust that are at¬ 
tributable to the undistributed portions 
of distributable net income and gains in 
excess of losses from the sales or ex¬ 
changes of capital assets. Except as pro¬ 
vided in paragraph (c)(2) of this sec¬ 
tion, the minimum tax for tax prefer¬ 
ences imposed by section 56 is not a tax 
attributable to the undistributed por¬ 
tions of distributable net income and 
gains in excess of losses from the sales 
or exchanges of capital assets. See sec¬ 
tion 56 and the regulations thereunder. 

(2) In the case of a trust that has 
received an accumulation distribution 
from another trust, the term “taxes im¬ 
posed on the trust” also includes the 


FEDERAL REGISTER, VOL. 37, NO. 166—FRIDAY, AUGUST 25, 1972 





17110 

amount of taxes deemed distributed un¬ 
der §§ 1 . 666 (b)-lA, 1.666(c)-1A, 1.669 
(d)-lA, and 1.669(e)-1A (wliichever are 
applicable) as a result of such accumula¬ 
tion distribution, to the extent that they 
were taken into account under para¬ 
graphs (b)( 2 ) or (c)( 1 ) (vi) of § 1.668 
(b)-lA and (b)(2) or (c) (1) (vi) of 
§ 1.669(b)-lA in computing the partial 
tax on such accumulation distribution. 
For example, assume that trust A, a cal¬ 
endar year trust, makes an accumulation 
distribution in 1975 to trust B, also on the 
calendar year basis, in connection with 
which $500 of taxes are deemed under 
§ 1 . 666 (b)- 1 A to be distributed to trust 
B. The partial tax on the accumulation 
distribution is computed under para¬ 
graph (b) of § 1.668(b)-lA (the exact 
method) to be $600 and all of the $500 
is used under paragraph (b)( 2 ) of 
§ 1 . 668 (b)-lA to reduce the partial tax 
to $100. The taxes imposed on trust B for 
1975 will, in addition to the $100 partial 
tax, also include the $500 used to reduce 
the partial tax. 

(b) Taxes imposed on the trust at¬ 
tributable to undistributed net income. 

(1) For the purpose of subpart D, the 
term “taxes imposed on the trust at¬ 
tributable to the undistributed net in¬ 
come” means the amount of Federal 
Income taxes for the taxable year prop¬ 
erly allocable to the undistributed por¬ 
tion of the distributable net income for 
such taxable year. This amount is (i) an 
amount that bears the same relationship 
to the total taxes of the trust for the 
year (other than the minimum tax for 
tax preferences imposed by section 56 >, 
computed after the allowance of credits 
under section 642(a), as (a) the taxable 
income of the trust, other than the capi¬ 
tal gains not included in distributable 
net income less their share of section 
1202 deduction, bears to (b) the total 
taxable income of the trust for such 
year or, (ii) if the alternative tax com¬ 
putation under section 1201 (b) is used 
and there are no net short-term gains, 
an amount equal to such total taxes less 
the amount of the alternative tax Im¬ 
posed on the trust and attributable to the 
capital gain. Thus, for the purposes of 
subpart D, in determining the amount 
of taxes imposed on the trust attributa¬ 
ble to the undistributed net income, that 
portion of the taxes paid by the trust 
attributable to capital gain allocable to 
corpus is excluded. The rule stated in this, 
subparagraph may be illustrated by the 
following example, which assumes that 
the alternative tax computation is not 
used: 

Example. (1) Under the terms of a trust, 
which reports on the calendar year basis, 
the Income may be accumulated or distrib¬ 
uted to A In the discretion of the trustee and 
capital gains are allocable to corpus. During 
the taxable year 1974, the trust had income 
of $ 20,000 from royalties, long-term capital 
gains of $10,000, and expenses of $2,000. The 
trustee in his discretion made a distribution 
of $10,000 to A. The taxes imposed on the 
trust for such year attributable to the un¬ 
distributed net income are $2,319, determined 
as shown below. 

(2) The distributable net Income of the 
trust computed under section 643(a) is 
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$18,000 (royalties of $ 20,000 less expenses of 
$2,000). The total taxes paid by the trust 
aro $3,787, computed as follows: 


Royalties_ $20,000 

Capital gain allocable to corpus.. 10, 000 


Gross income- 30. 000 

Deductions: 

Expenses_ $2, 000 

Distributions to A- 10. 000 

Capital gain deduction.. 5,000 
Personal exemption_ 100 


17.100 


Taxable income_ 12.900 

Total Income taxes_ 3,787 


(3) Taxable income other than capital 
gains less the section 1202 deduction is $7,900 
($12,900-($10,000-$5,000)). Therefore, the 
amount of taxes imposed on the trust at¬ 
tributable to the undistributed net income 
is $2,319, computed as follows: 

$3,787 (total taxes) X $7,900 (taxable 
Income other than capital gains not 
Included in d.n.l. less the 1202 de¬ 
duction) divided by $12,900 (tax¬ 
able income)_$2, 319 

(2) If in any taxable year an accumu¬ 
lation distribution of undistributed net 
income is made by the trust which re¬ 
sults in a throwback to a prior year, the 
taxes of the prior year imposed on the 
trust attributable to any remaining un¬ 
distributed net income of such prior 
year are the taxes prescribed in subpara¬ 
graph ( 1 ) of this paragraph reduced by 
the taxes of the prior year deemed dis¬ 
tributed under section 666 (b) or (c). 
The provisions of this subparagraph may 
be illustrated by the following example: 

Example. Assume the same facts as in the 
example In subparagraph (1) of this para¬ 
graph. In 1975 the trust makes an accumula¬ 
tion distribution, of which an amount of 
undistributed net income Is deemed distrib¬ 
uted In 1974. Taxes Imposed on the trust 
(in the amount of $ 1 , 000 ) attributable to 
the undistributed net income are therefore 
deemed distributed in such year. Conse¬ 
quently, the taxes imposed on the trust 
subsequent to the 1975 distribution attribut¬ 
able to the remaining undistributed net in¬ 
come are $1,319 ($2,319 less $1,000). 

(c) Taxes imposed on the trust attrib¬ 
utable to undistributed capital gain — 
(1) Regular tax. For the purpose of sub¬ 
part D the term “taxes imposed on the 
trust attributable to undistributed capi¬ 
tal gain” means the amount of Federal 
income taxes for the taxable year prop¬ 
erly attributable to that portion of the 
excess of capital gains over capital losses 
of the trust that is allocable to corpus 
for such taxable year. Such amount is 
the total of— 

(i) The amount computed under sub- 
paragraph ( 2 ) of this paragraph (the 
minimum tax). plus 

(ii) The amount that bears the same 
relationship to the total taxes of the 
trust for the year (other than the mini¬ 
mum tax), computed after the allow¬ 
ance of credits under section 642(a), as 
(a) the excess of capital gains over capi¬ 
tal losses for such year that are not in¬ 
cluded in distributable net income, com¬ 
puted after its share of the deduction 
under section 1202 (relating to the de¬ 
duction for capital gains) has been taken 


into account, bears to the greater of c b) 
the total taxable income of the trust for 
such year, or (c) the amount of capital 
gains computed under (a) of this sub¬ 
division. 

However, if the alternative tax computa¬ 
tion under section 1201 (b) is used and 
there are no net short-term gains, the 
amount is the amount of the alterna¬ 
tive tax imposed on the trust and attrib¬ 
utable to the capital gain. The applica¬ 
tion of this subparagraph may be illus¬ 
trated by the following example, which 
assumes that the alternative tax com¬ 
putation is not used: 

Example. Assume the same facts as in the 
example in paragraph (b)(1). The capital 
gains not Included in d.n.l. are $10,000, and 
the deduction under section 1202 is $5,000. 
The amount of taxes Imposed on the trust 
attributable to undistributed capital gain is 
$1,468, computed as follows: 

$3,787 (total taxes) X $5,000 (capital 

gains not included in d.n.i. less sec¬ 
tion 1202 deductions) divided by 

$12,900 (taxable income) _$1,468 

(2) Minimum tax. The term “taxes 
imposed on the trust attributable to the 
undistributed capital gain” also includes 
the minimum tax for tax preferences im¬ 
posed on the trust by section 56 with 
respect to the undistributed capital gain. 
The amount of such minimum tax so 
included bears the same relation to the 
total amount of minimum tax imposed 
on the trust by section 56 for the taxable 
year as one-half the net section 1201 
gain (as defined in section 1222 ( 11 )) 
from such taxable year bears to the sura 
of the items of tax preference of the 
trust for such taxable year which are 
apportioned to the trust in accordance 
with § 1.58-3 (a)(1). 

(3) Reduction for prior distribution. 
If in any taxable year a capital gain 
distribution is made by the trust which 
results in a throwback to a prior year, 
the taxes of the prior year imposed on 
the trust attributable to any remaining 
undistributed capital gain of the prior 
year are the taxes prescribed in subpara¬ 
graph ( 1 ) of this paragraph reduced by 
the taxes of the prior year deemed dis¬ 
tributed under section 669 (d) or (e). 
The provisions of this subparagraph may 
be illustrated by the following example: 

Example. Assume the same facts as In the 
example In subparagraph (1) of this para¬ 
graph. In 1976, the trust makes a capital 
gain distribution, of which an amount of un¬ 
distributed capital gain Is deemed distrib¬ 
uted in 1974. Taxes imposed on the trust (in 
the amount of $500) attributable to the un¬ 
distributed capital gain are therefore deemed 
distributed in such year. Consequently, the 
taxes imposed on the trust attributable to 
the remaining undistributed capital gain 
are $968 ($1,468 less $500). 

§ 1.665(e)A Statutory provisions; «• 
cess distributions; definitions appli¬ 
cable to subpart D; preceding taxable 
year. 

Sec. 665. Definitions applicable to subpart 

!).••• 

(e) Preceding taxable year. For purposes 
of this subpart — 
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m In the case of a trust (other than & 
foreign trust created by a U.S. person). the 
term ‘ preceding taxable year" does not In¬ 
clude any taxable year of the trust— 

(A) Which precedes by more than 5 years 
the taxable year of the trust in which an 
accumulation distribution is made, if it is 
made In a taxable year beginning before 
January 1,1974, 

(B) Which begins before January 1, 1969, 
in the case of an accumulation distribution 
made during a taxable year beginning after 
December 31,1973, or 

(C) Which begins before January 1, 1969, 
in the case of a capital gain distribution 
made during a taxable year beginning after 
December 31,1968; and 

(2) In the case of a foreign trust created 
by a U S. person, such term does not include 
any taxable year of the trust to which this 
part does not apply. 

In the case of a preceding taxable year with 
respect to which a trust quail lies (without 
regard to this subpart) under the provisions 
of subpart B, for purposes of the application 
of this subpart to such trust for such tax¬ 
able year, such trust shall, In accordance 
with regulations prescribed by the Secretary 
or his delegate, be treated os a trust to which 
subpart C applies. 

|Sec. 665(e) as amended by sec. 331(a), Tax 
Reform Act 1969 (83 Stat. 593) ] 

§ 1.665(c)— 1A Preceding taxable year. 

(a) Definition— (1) Domestic trusts — 
<i> In general. For purposes of subpart 
D, in the case of a trust other than a 
foreign trust created by a U.S. person, 
the term “preceding taxable year" serves 
to identify and limit the taxable years of 
a trust to which an accumulation distri¬ 
bution consisting of undistributed net in¬ 
come or undistributed capital gain may 
be allocated (or “thrown back") under 
section 666 fa) and 669(a). An accumu¬ 
lation distribution consisting of undis¬ 
tributed net income or undistributed 
capital gain may not be allocated or 
“thrown back" to a taxable year of a 
trust if such year is not a “preceding 
taxable year." 

(ii) Accum ulation distributions. In the 
case of an accumulation distribution 
consisting of undistributed net income 
made in a taxable year beginning before 
January 1, 1974, any taxable year of the 
trust that precedes by more than 5 years 
tlie taxable year of the trust in which 
such accumulation distribution was made 
is not a "preceding taxable year." Thus, 
for a domestic trust on a calendar year 
basis, calendar year 1967 is not a “pre¬ 
ceding taxable year" with respect to an 
accumulation distribution made in cal¬ 
endar year 1973, whereas calendar year 
1968 is a “preceding taxable year." In 
the case of an accumulation distribution 
made during a taxable year beginning 
after December 31, 1973, any taxable 
year of the trust that begins before Jan¬ 
uary l, 1969, is not a “preceding taxable 
year." Thus, for a domestic trust on a 
calendar year basis, calendar year 1968 
Is not a “preceding taxable year" with 
respect to an accumulation distribution 
made in calendar year 1975, whereas 
calendar year 1969 is a “preceding taxa¬ 
ble year." 

( iii) Capital gain distributions. In the 
case of an accumulation distribution that 
k a capital gain distribution, any tax¬ 
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able year of the trust that (a) begins 
before January 1, 1969, or (b) is prior to 
the first year in which income is accumu¬ 
lated, whichever occurs later, is not a 
“preceding taxable year." Thus, for the 
purpose of capital gain distributions and 
section 669, only taxable years beginning 
after December 31, 1968, can be “pre¬ 
ceding taxable years.” See § 1.688(a)- 
1A(C). 

(2) Foreign trusts created by U.S. per¬ 
sons. For purposes of subpart D, in the 
case of a foreign trust created by a U.S. 
person, the term “preceding taxable 
year” does not include any taxable year 
to which part I of subchapter J does not 
apply. See section 683 and regulations 
thereunder. Accordingly, the provisions 
of subpart D may not, in the case of a 
foreign trust created by a U.S. person, be 
applied to any taxable year which begins 
before 1954 or ends before August 17, 
1954. For example, if a foreign trust 
created by a U.S. person (reporting on 
the calendar year basis) makes a distri¬ 
bution during the calendar year 1970 of 
income accumulated during prior years, 
the earliest year of the trust to which 
the accumulation distribution may be 
allocated under such subpart D is 1954, 
but it may not be allocated to 1953 and 
prior years, since the Internal Revenue 
Code of 1939 applies to those years. 

(b) Simple trusts. A taxable year of a 
trust during which the trust was a sim¬ 
ple trust (that is, was subject to subpart 
B) for the entire year shall not be con¬ 
sidered a “preceding taxable year" un¬ 
less during such year the trust received 
“outside income" or unless the trustee 
did not distribute all of the income of 
the trust that was required to be distrib¬ 
uted currently for such year. In such 
event, undistributed net income for such 
year shall not exceed the greater of the 
“outside income" or income not distrib¬ 
uted during such year. For purposes of 
this paragraph, the term “outside in¬ 
come" means amounts that are included 
in distributable net income of the trust 
for the year but that are not “income" 
of the trust as that term is defined in 
§ 1.643(b)-!. Some examples of "outside 
income" are: 

(1) Income taxable to the trust under 
section 691; 

(2) Unrealized accounts receivable 
that were assigned to the trust; and 

(3) Distributions from another trust 
that include distributable net income or 
undistributed net income of such other 
trust. 

The term “outside income," however, 
does not include amounts received as dis¬ 
tributions from an estate, other than in¬ 
come specified in ( 1 ) and ( 2 ), for which 
the estate was allowed a deduction under 
section 661(a). The application of this 
paragraph may be illustrated by the fol¬ 
lowing examples: 

Example (I). By hia wiU D creates a trust 
for his widow W. The terms of the trust re¬ 
quire that the income be distributed cur¬ 
rently (1.6., It Is a simple trust), and 
authorize the trustee to make discretionary 
payments of corpus to W. Upon W's death 
the trust corpus Is to be distributed to D’s 
then living Issue. The executor of D’s wlU 
makes a $10,000 distribution of corpus to 
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the trust that carries out estate income con¬ 
sisting of dividends and interest to the trust 
under section 662(a)(2). The trust reports 
this Income as its only income on its income 
tax return for its taxable year in which ends 
the taxable year of the estate In which the 
$10,000 distribution was made, and pays a 
tax thereon of $2,106. Thus, the trust has 
undistributed net Income of $7,894 ($10,000 
—$2,106). Several years later the trustee 
makes a discretionary corpus payment of 
$15,000 to W. This payment is an accumula¬ 
tion distribution under section 665(b). How¬ 
ever. since the trust had no "outside income" 
in the year of the estate distribution, such 
year is not a preceding taxable year. Thus, W 
is not treated as receiving undistributed net 
income of $7,894 and taxes thereon of $2,106 
for the purpose of including the same in her 
gross income under section 668. The result 
would be the same If the invasion power were 
not exercised and the accumulation distribu¬ 
tion occurred as a result of the distribution 
of the corpus to D’s issue upon the death 
of W. 

Example (2). Trust A, a simple trust on 
the calendar year basis, received in 1972 
extraordinary dividends or taxable stock divi¬ 
dends that the trustee in good faith allo¬ 
cated to corpus, but that are determined in 
1974 to have been currently distributable to 
the beneficiary. See section 643(a)(4) and 
5 1.643(a)-4. Trust A would qualify for treat¬ 
ment under subpart C for 1974, the year of 
distribution of the extraordinary dividends 
or taxable stock dividends, because the dis¬ 
tribution is not out of income of the current 
taxable year and is treated as an other 
amount properly paid or credited or required 
to be distributed for such taxable year with¬ 
in the meaning of section 661(a)(2). Also, 
the distribution In 1974 qualifies as an ac¬ 
cumulation distribution for the purposes of 
subpart D. For purposes only of such sub¬ 
part D, trust A would be treated as subject to 
the provisions of such subpart C for 1972, the 
preceding taxable year In which the extraor¬ 
dinary or taxable stock dividends were re¬ 
ceived, and, in computing undistributed net 
income for 1972, the extraordinary or taxable 
8took dividends would be included in dis¬ 
tributable net Income under section 643(a). 
The rule stated in the preceding sentence 
would also apply il the distribution in 
1974 was made out of corpus without re¬ 
gard to a determination that the extraor¬ 
dinary dividends or taxable stock dividends 
in question w r ere currently distributable to 
the beneficiary. 

§ 1.665(f) A Statutory provisions; ex¬ 
cess distributions by trusts; defini¬ 
tions applicable to Mibpart I); un¬ 
distributed capital gain. 

Sec. 665. Definitions applicable to subpart 

D. 9 * • 

(f) Undistributed capital gain. For pur¬ 
poses of this subpart, the term “undistrib¬ 
uted capital gain" means, for any taxable 
year of the trust beginning after Decem¬ 
ber 31, 1968, the amount by which— 

(1) Gains in excess of losses from the sale 
or exchange of capital assets, to the extent 
that such gains are allocated to corpus and 
are not (A) paid, credited, or required to be 
distributed to any beneficiary during such 
taxable year, or (B) paid, permanently set 
aside, or used for the purposes specified in 
section 642(c), exceed 

(2) The amount of taxes imposed on the 
trust attributable to such gains. 

For purposes of paragraph (1). the deduction 
under section 1202 (relating to deduction for 
excess of capital gains over capital losses) 
shall not be taken Into account. 

(Sec. 665(f) as added by sec. 331(a), Tax 
Reform Act 1969 (83 Stat. 592) J 
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§ 1.665(f)—1A Undistributed capital 
gain. 

(a) Domestic trusts. (1) The term 
“undistributed capital gain” means (in 
the case of a trust other than a foreign 
trust created by a U.S. person), for any 
taxable year of the trust beginning after 
December 31. 1968, the gains in excess 
of losses for that year from the sale or 
exchange of capital assets of the trust 
less: 

(i) The amount of such gains that are 
included in distributable net income un¬ 
der section 643(a)(3) and § 1.643<a)-3. 

(ii) The amount of taxes imposed on 
the trust for such year attributable to 
such gains, as defined in § 1.665(d>-lA, 
and 

(iii) in the case of a trust that does 
not use the alternative method for com¬ 
puting taxes on capital gains of the tax¬ 
able year, the excess of deductions (other 
than deductions allowed under section 
642(b) relating to personal exemption 
or section 642(c) relating to charitable 
contributions) over distributable net in¬ 
come for such year to the extent such 
excess deductions are properly allowable 
in determining taxable income for such 
year. 

For purposes of computing the amount 
of capital gain under this paragraph, no 
deduction under section 1202, relating to 
deduction for excess of capital gains over 
capital losses, shall be taken into ac¬ 
count. The application of this subpara¬ 
graph may be illustrated by the following 
example: 

Example. Under the terms of the trust, 
the trustee must distribute all Income cur¬ 
rently and has discretion to distribute capi¬ 
tal gain to A or to allocate it to corpus. Dur¬ 
ing the taxable year 1971 the trust recognized 
capital gain in the amount of $16,000, and 
capital losses of $5,000. and had interest 
income (after expenses) of $6,000. The trustee 
distributed $8,000 to A, consisting of $6,000 
of interest and $2,000 of capital gain. The 
$2,000 of gain distributed to A is included 
in the computation of distributable net in¬ 
come under § 1.643(a)-8. The balance of the 
capital gain is not included in distributable 
net Income since it is allocated to corpus and 
not paid, credited, or required to be distrib¬ 
uted to any beneficiary. The trust paid taxes 
of $671, all of which are attributable under 
§ 1.665(d)-lA to the undistributed capital 
gain. The amount of undistributed capital 
gain of the trust for 1971 is therefore $7,329, 
computed as follows: 


Total capital gains-$16, 000 

Less: Capital losses- 5,000 


Gains In excess of losses_ 10, 000 

Less: 

Amount of capital gain included 

in distributable net Income- 2. 000 

Taxes imposed on the trust attrib¬ 
utable to the undistributed cap¬ 
ital gain (sec § 1.665(d)-lA)— 671 


2,671 


Undistributed captlal gain- 7.329 


(2) For purposes of subparagraph (1) 
of this paragraph, the term “losses for 
that year” includes losses of the trusts 
from the sale or exchange of capital as¬ 


sets in preceding taxable years not in¬ 
cluded in the computation of distribut¬ 
able net income of any year, reduced by 
such losses taken into account in a sub¬ 
sequent preceding taxable year in com¬ 
puting undistributed capital gain but not 
reduced by such losses taken into account 
in determining the deduction under sec¬ 
tion 1211. See section 1212(b) (2) and the 
regulations thereunder. For example, as¬ 
sume that a trust had a net long-term 
capital loss in 1970 of $5,000. During the 
years 1971 through 1975, the trust had 
no capital gains or capital losses. In 1976, 
it has a long-term capital gain of $8,000, 
which it allocates to corpus and does not 
distribute to a beneficiary, but has no 
taxes attributable to such gain. The un¬ 
distributed capital gain for 1976 is 
$8,000-$5,000, or $3,000, even though all 
or a part of the $5,000 loss was claimed 
under section 1211 as a deduction in 
years 1970 through 1975. 

(b) Foreign trusts. Distributable net 
income for a taxable year of a foreign 
trust created by a U.S. person includes 
capital gains in excess of capital losses 
for such year (see § 1.643(a)-6(a) (3)). 
Thus, a foreign trust created by a U.S. 
person can never have any undistributed 
capital gain. 

§ 1.665(g) A Statutory provision*; e\* 
cess distribution* by lru»t*<; defini¬ 
tion* applicable to subpart 1); rapital 
gain distribution. 

Sec. 665. Definitions applicable to subpart 

D. * • • 

(g) Capital gain distribution. For pur¬ 
poses of this subpart, the term “capital gain 
distribution*’ for any taxable year of the 
trust means, to the extent of undistributed 
capital gain, that portion of— 

(1) The excess of the amounts specified 
in paragraph (2) of section 661(a) for such 
taxable year over distributable net income 
for such year reduced (but not below zero) 
by the amounts specified in paragraph (1) 
of section 661(a), over 

(2) The undistributed net income of the 
trust for all preceding taxable years. 

[Sec. 665(g) as added by sec. 331(a), Tax Re¬ 
form Act 1969 (83 Stat, 692): as amended by 
sec. 306(a), Revenue Act 1971 (85 Stat. 524) J 

§ 1.665(g)—1A Capital gain distribution. 

For any taxable year of a trust, the 
term “capital gain distribution” means, 
to the extent of the undistributed capi¬ 
tal gain of the trust, that portion of an 
accumulation distribution that exceeds 
the amount of such accumulation distri¬ 
bution deemed under section 666(a) to 
be undistributed net income of the trust 
for all preceding taxable years. See 
§ 1.665(b)-lA for the definition of “ac¬ 
cumulation distribution”. For any such 
taxable year the undistributed capital 
gain includes the total undistributed 
capital gain for all years of the trust 
beginning with the first taxable year be¬ 
ginning after December 31, 1968, in 
which income (as determined under sec¬ 
tion 643(b)) is accumulated, and ending 
before such taxable year. See § 1.665 
(g)-2A for application of the separate 
share rule. The application of this sec¬ 
tion may be illustrated by the following 
example: 


Eiamplt. A trust on the calendar year buMv mad* th* 
following accumulations. For purposes of this « 
tho undistributed net Income is the aatno as income ^\vU , 
applicable local law. No Income was accumulated p r t 4>r 
to 1070. 


U ndistrfbutcd Undistributed 

Year uct income capita) gain 


I960. None $ 10,000 

1970 . $1,000 3.IXK] 

1971 .- None 4.0U) 


The trust lias distributable net income in 1072 of $2,000 
and recognizes capital gains of $-1,600 that uro allocable to 
corpus. On December 31,1972. the trusts makes i» distri¬ 
bution of $20,000 to the benofldaiy. There is an acctumilii- 
tion distribution of $18,000 $20,000 distribution k^s 
$2,000 d.n.i.) that consists of undistributed net Ihcoiih* 
of $1,000 (see $ 1.6flO(a)-lA) and a capital gain distribu¬ 
tion of $7,000. The capital gain distribution is comput¬ 
ed as follows: 


Accumulation distribution-$18,000 

Less: Undistributed net Income_ 1,000 


Balance_ 17,000 


Capital gain distribution (undistrib¬ 
uted capital gain of the trust for 
1972 ($3,000 from 1970 and $4,000 
from 1971))- 7.000 


Balance (corpus)- 10,000 


No undistributed capital gain is deemed dis¬ 
tributed from 1969 because 1969 Is a year 
prior to the first year in which Income is ac¬ 
cumulated (1970). The accumulation distri¬ 
bution is not deemed to consist of any part 
of the capital gains recognized in 1972. 

§ 1.665(g)—2 A Application of separate 
*liarc rule. 

(a) In general. If the separate share 
rule of section 663 <c) is applicable for 
any taxable year of a trust, subpart D 
is applied as if each share were a sepa¬ 
rate trust except as provided in para¬ 
graph <c) of this section and in § 1.668 

(а) -lA(c). Thus, the amounts of an “ac¬ 
cumulation distribution”, “undistributed 
net income”, “undistributed capital 
gain”, and “capital gain distribution” are 
computed separately for each share. 

(b) Allocation of taxes — undistributed 
net income. The “taxes imposed on the 
trust attributable to the undistributed 
net income” are allocated as follows: 

(1) There is first allocated to each 
separate share that portion of the “taxes 
imposed on the trust attributable to the 
undistributed net income” (as defined in 
§ 1.665<d)-lA(b)), computed before the 
allowance of any credits under section 
642<a), that bears the same relation to 
the total of such taxes that the dis¬ 
tributable net income of the separate 
share bears to the distributable net in¬ 
come of the trust, adjusted for this pur¬ 
pose as follows: 

(i) There is excluded from distributa¬ 
ble net income of the trust and of each 
separate share any tax-exempt interest, 
foreign income of a foreign trust, and 
excluded dividends, to the extent such 
amounts are included in distributable net 
income pursuant to section 643(a) (5). 

(б) ,and (7); and 

(ii) The distributable net income of 
the trust is reduced by any deductions 
allowable under section 661 for amounts 
paid, credited, or required to be distrib¬ 
uted during the taxable year, and the 
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distributable net income of each sepa¬ 
rate share is reduced by any such deduc¬ 
tion allocable to that share. 

(2) The taxes so determined for each 
separate share are then reduced by that 
portion of the credits against tax allow¬ 
able to the trust under section 642(a) in 
computing the “taxes imposed on the 
trust” that bears the same relation to the 
total of such credits that the items of 
distributable net income allocable to the 
separate share with respect to which the 
credit is allowed bear to the total of 
such items of the trust. 

(c) Allocation of taxes — undistributed 
capital gain. The “taxes imposed on the 
trust attributable to undistributed capi¬ 
tal gain" are allocated as follows: 

(D There is first allocated to each 
separate share that portion of the “taxes 
imposed on the trust attributable to un¬ 
distributed capital gain" (as defined in 
5 1. 665 (d) -lA(c) ), computed before the 
allowance of any credits under section 
642(a), that bears the same relation to 
the total of such taxes that the undis¬ 
tributed capital gain (prior to the de¬ 
duction of taxes under section 665(c) 

1 2)) of the separate share bears to the 
total such undistributed capital gain of 
the trust. 

(2) The taxes so determined for each 
separate share are then reduced by that 
portion of the credits against tax allow¬ 
able to the trust under section 642(a) in 
computing the “taxes imposed on the 
trust” that bears the same relation to 
the total of such credits that the capital 
gain allocable to the separate share with 
respect to which the credit is allowed 
bear to the total of such capital gain 
of the trust. 

(d) Termination of a separate share. 
(1) If upon termination of a separate 
share, an amount is properly paid, 
credited, or required to be distributed 
by the trust under section 661(a) (2) to 
a beneficiary from such share, an ac¬ 
cumulation distribution will be deemed 
to have been made to the extent of such 
amount. In determining the distributable 
net income of such share, only those 
items of Income and deduction for the 
taxable year of the trust in which such 
share terminates, properly allocable to 
such share, shall be taken into consid¬ 
eration. 

(2) No accumulation distribution will 
be deemed to have been made upon the 
termination of a separate share to the 
extent that the property constituting 
such share, or a portion thereof, con¬ 
tinues to be held as a part of the same 
trust. The undistributed net income, un¬ 
distributed capital gain, and the taxes 
imposed on the trust attributable to such 
items, if any, for all preceding taxable 
years (reduced by any amounts deemed 
distributed under sections 666(a) and 
669(a) by reason of any accumulation 
distribution of undistributed net income 
or undistributed capital gain in prior 
years or the current taxable year), which 
were allocable to the terminating share, 
shall be treated as being applicable to 
™ itself. However, no adjustment 
will be made to the amounts deemed dis¬ 
tributed under sections 666 and 669 by 
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reason of an accumulation distribution 
of undistributed net income or undis¬ 
tributed capital gain from the surviving 
share or shares made in years prior to 
the year in which the terminating share 
was added to such surviving share or 
shares. 

(3) The provisions of this paragraph 
may be illustrated by the following 
example: 

Example. A trust was established under the 
will of X for the benefit of his wife and upon 
her death the property was to continue in 
the same trust for his two sons, Y and Z. The 
separate share rule Is applicable to this trust. 
The trustee had discretion to pay or accumu¬ 
late the Income to the wife, and after her 
death was to pay each son's share to him 
after he attained the age of 25. When the 
wife died. Y was 23 and Z was 28. 

(1) Upon the death of X's widow, there Is 
no accumulation distribution. The entire 
trust Is split Into two equal shares, and 
therefore the undistributed net Income and 
the undistributed capital gain of the trust 
are spilt into two shares. 

(2) The distribution to Z of his share after 
his mother’s death Is an accumulation dis¬ 
tribution of his separate share of one-half 
of the undistributed net Income and un¬ 
distributed capital gain. 

§ 1.666 (a) A Statutory provisions; ex¬ 
cess distributions by trusts; accumu¬ 
lation distribution allocated to pre¬ 
ceding years; amount allocated. 

Sec. 666. Accumulation distribution alio- 
cated to preceding years —(a) Amount allo¬ 
cated. In the case of a trust which is sub¬ 
ject to subpart C. the amount of the ac¬ 
cumulation distribution of such trust for a 
taxable year shall be deemed to be an amount 
within the meaning of paragraph (2) of 
section 661(a) distributed on the last day 
of each of the preceding taxable years, com¬ 
mencing with the earliest of such years to 
the extent that such amount exceeds the 
total of any undistributed net income for all 
earlier preceding taxable years. The amount 
deemed to be distributed in any such preced¬ 
ing taxable year under the preceding sen¬ 
tence shall not exceed the undistributed net 
income for such preceding taxable year. For 
purposes of this subsection, undistributed, 
net income for each of such preceding tax¬ 
able years shall be computed without regard 
to such accumulation distribution and with¬ 
out regard to any accumulation distribution 
determined for any succeeding taxable year. 

(Sec. 666(a) as amended by sec. 331(a), Tax 
Reform Act 1969 ( 83 Stat. 592) J 

§ 1.666(a)—1A Amount allocated. 

(a) In general. In the case of a trust 
that is subject to subpart C of part I 
of subchapter J of chapter 1 of the Code 
(relating to estates and trusts that may 
accumulate income or that distribute 
corpus), section 666(a) prescribes rules 
for determining the taxable years from 
w T hich an accumulation distribution will 
be deemed to have been made and the 
extent to which the accumulation dis¬ 
tribution is considered to consist of un¬ 
distributed net income. In general, an 
accumulation distribution made in tax¬ 
able years beginning after December 31, 
1969, is deemed to have been made first 
from the earliest preceding taxable year 
of the trust for which there is undistrib¬ 
uted net income. An accumulation distri¬ 
bution made in a taxable year beginning 
before January 1,1970. is deemed to have 


been made first from the most recent 
preceding taxable year of the trust for 
which there is undistributed net income. 
See 5 1.665 (e)-l A for the definition of 
“preceding taxable year." 

(b) Distributions by domestic trusts — 
(1) Taxable years beginning after De¬ 
cember 31, 1973. An accumulation dis¬ 
tribution made by a trust (other than a 
foreign trust created by a U.S. person) in 
any taxable year beginning after Decem¬ 
ber 31, 1973, is allocated to the preced¬ 
ing taxable years of the trust (defined in 
§ 1.665(e)-lA(a) (1) (ii) as those begin¬ 
ning after December 31, 1968) accord¬ 
ing to the amount of undistributed net 
income of the trust for such years. For 
tills purpose, an accumulation distribu¬ 
tion is first to be allocated to the earliest 
such preceding taxable year in which 
there is undistributed net income and 
shall then be allocated, beginning with 
the next earliest, to any remaining pre¬ 
ceding taxable years of the trust. The 
portion of the accumulation distribution 
allocated to the earliest preceding taxable 
year is the amount of the undistributed 
net income for that preceding taxable 
year. The portion of the accumulation 
distribution allocated to any preceding 
taxable year subsequent to the earliest 
such preceding taxable year is the excess 
of the accumulation distribution over 
the aggregate of the undistributed net 
income for all earlier preceding taxable 
years. See paragraph (d) of this section 
for adjustments to undistributed net in¬ 
come for prior distributions. The pro¬ 
visions of this subparagraph may be 
illustrated by the following example: 

Example. In 1977, a domestic trust report¬ 
ing on the calendar year basis makes an ac¬ 
cumulation distribution of $33,000. There¬ 
fore. years before 1969 are ignored. In 1969. 
the trust had $6,000 of undistributed net 
income; in 1970, $4,000; in 1971, none; in 
1972, $7,000; in 1973, $5,000: In 1974. $8,000; 
In 1975, $6,000; and $4,000 in 1976. The ac¬ 
cumulation distribution Is deemed distrib¬ 
uted $6,000 in 1969, $4,000 in 1970, none In 
1971, $7,000 in 1972. $5,000 in 1973, $8,000 in 
1974, and $3,000 in 1975. 

(2) Taxable years beginning after 
December 31,1969, and before January l, 
1974. If a trust (other than a foreign 
trust created by a U.S. person) makes an 
accumulation distribution in a taxable 
year beginning after December 31, 1969, 
and before January 1, 1974, the distribu¬ 
tion will be deemed distributed in the 
same manner as accumulation distribu¬ 
tions qualifying under subparagraph (1) 
of this paragraph, except that the first 
year to which the distribution may be 
thrown back cannot be earlier than the 
fifth taxable year of the trust preceding 
the year in which the accumulation dis¬ 
tribution is made. Thus, for example. In 
the case of an accumulation distribution 
made in the taxable year of a domestic 
trust which begins on January 1. 1972, 
the taxable year of the trust beginning 
on January 1, 1967, would be the first 
year in which the distribution was 
deemed made, assuming that there was 
undistributed net income for 1967. See 
also 9 1.665(e)-lA(a) (1). The provisions 
of this subparagraph may be illustrated 
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by the following example: 

Example. In 1973, a domestic trust, report¬ 
ing on the calendar year basis, makes an ac¬ 
cumulation distribution of $25,000. In 1968, 
the fifth year preceding 1973, the trust had 
$7,000 of undistributed net income; in 1969, 
none; in 1970, $12,000; in 1971, $4,000; in 1972, 
$4,000. The accumulation distribution is 
deemed distributed in the amounts of $7,000 
in 1968, none in 1969, $12,000 in 1970, $4,000 
in 1971. and $2,000 in 1972. 

(3) Taxable years beginning after 
December 31,1968, and before January 1, 
1970. Accumulation distributions made in 
taxable years of the trust beginning after 
December 31,1968, and before January 1, 
1970, are allocated to prior years accord¬ 
ing to § 1.666(a)-l. 

(c) Distributions by foreign trusts — 
(1) Foreign trusts created solely by U.S. 
persons —(i) Taxable years beginning 
after December 31,1969. If a foreign trust 
created by a U.S. person makes an accu¬ 
mulation distribution in any taxable 
year beginning after December 31, 1969, 
the distribution is allocated to the trust’s 
preceding taxable years (defined in 
5 1.665(e)-lA(a) (2) as those beginning 
after Dec. 31, 1953, and ending after 
Aug. 16, 1954) according to the amount 
of undistributed net income of the trust 
for such years. For this purpose, an ac¬ 
cumulation distribution is first allocated 
to the earliest such preceding taxable 
year in which there is undistributed net 
income and shall then be allocated in 
turn, beginning with the next earliest, to 
any remaining preceding taxable years of 
the trust. The portion of the accumula¬ 
tion distribution allocated to the earliest 
preceding taxable year is the amount of 
the undistributed net income for that 
preceding taxable year. The portion of 
the accumulation distribution allocated 
to any preceding taxable year subsequent 
to the earliest such preceding taxable 
year is the excess of the accumulation 
distribution over the aggregate of the 
undistributed net income for all earlier 
preceding taxable years. See paragraph 
(d) of this section for adjustments to un¬ 
distributed net income for prior distri¬ 
butions. The provisions of this subdivi¬ 
sion may be illustrated by the following 
example: 

Example. In 1971, a foreign trust created 
by a U.S. person, reporting on the calendar 
year basis, makes an accumulation distribu¬ 
tion of $50,000. In 1961, the trust had $12,000 
of undistributed net income; In 1962, none; 
in 1963, $10,000; in 1964, $8,000; in 1965, 
$5,000; in 1966. $14,000; in 1967, none; in 
1968. $3,000; in 1969, $2,000; and in 1970, 
$1,000. The accumulation distribution is 
deemed distributed In the amounts of $12,000 
in 1961, none in 1962. $10,000 in 1963. $8,000 
In 1964, $5,000 in 1965. $14,000 in 1966, none 
in 1967, and $1,000 in 1968. 

(ii) Taxable years beginning after 
December 31,1968, and before January 1, 
1970. Accumulation distributions made in 
taxable years of the trust beginning after 
December 31, 1968, and before Janu¬ 
ary 1, 1970, are allocated to prior years 
according to § 1.666(a)-1. 

(2) Foreign trusts created partly by 
US. persons—a) Taxable years begin¬ 
ning after December 31, 1969. If a trust 
that is in part a foreign trust created by 
a U.S. person and in part a foreign trust 


created by a person other than a U.S. 
person makes an accumulation distribu¬ 
tion in any year after December 31, 1969, 
the distribution is deemed made from 
the undistributed net income of the for¬ 
eign trust created by a U.S. person in the 
proportion that the total undistributed 
net income for all preceding years of the 
foreign trust created by the U.S. person 
bears to the total undistributed net in¬ 
come for all years of the entire foreign 
trust. In addition, such distribution is 
deemed made from the undistributed net 
income of the foreign trust created by a 
person other than a U.S. person in the 
proportion that the total undistributed 
net income for all preceding years of the 
foreign trust created by a person other 
than a U.S. person bears to the total un¬ 
distributed net income for all years of 
the entire foreign trust. Accordingly, an 
accumulation distribution of such a trust 
is composed of two portions with one 
portion relating to the undistributed net 
income of the foreign trust created by 
the U.S. person and the other portion 
relating to the undistributed net income 
of the foreign trust created by the per¬ 
son other than a U.S. person. For these 
purposes, each portion of an accumula¬ 
tion distribution made in any taxable 
year is first allocated to each of such 
preceding taxable years in turn, begin¬ 
ning with the earliest preceding taxable 
year, as defined in § 1.665(e)-lA(a), of 
the applicable foreign trusts, to the ex¬ 
tent of the undistributed net income for 
the such trust for each of those years. 
Thus, each portion of an accumulation 
distribution is deemed to have been made 
from the earliest accumulated income of 
the applicable trust. If the foreign trust 
created by a U.S. person makes an ac¬ 
cumulation distribution in any year be¬ 
ginning after December 31, 1969, the dis¬ 
tribution is included in the beneficiary’s 
income for that year to the extent of the 
undistributed net income of the trust 
for the trust’s preceding taxable years 
which began after December 31, 1953, 
and ended after August 16, 1954. The 
provisions of this subdivision may be 
illustrated by the following example: 

Example. A trust is created in 1962 under 
the laws of Country X by the transfer to a 
trustee in Country X of property by both a 
U.8. person and a person other than a U.S. 
person. Both the trust and the only bene¬ 
ficiary of the trust (who is a U.S. person) 
report their taxable income on a calendar 
year basis. On March 31,1974, the trust makes 
an accumulation distribution of $150,000 to 
the beneficiary. The distributable net Income 
of both the portion of the trust which Is a 
foreign trust created by a U.S. person and 
the portion of the trust which is a foreign 
trust created by a person other than a U.S. 
person for each year is computed in accord¬ 
ance with the provisions of paragraph (b) (3) 
of S 1.643 (d)-l and the undistributed net 
income for each portion of the trust for each 
year is computed as described in paragraph 
(b) of S 1.665(a)-lA. For taxable years 1962 
through 1973, the portion of the trust which 
Is a foreign trust created by a U.S. person 
and the portion of the trust which is a 
foreign trust created by a person other than 
a U.S. person had the following amounts of 
undistributed net income: 


Year 


Undistributed 
net income- 
portion of the 
trust created by 
a U.8. person 


Undistrlbm.vj 
net income- 
portion of the 
trust create 
by a person 
other than a 
U.S. person 


1062 .. 

m> . 

1064. 

1906. 

1006. 

1967 _ 

1968 .. 

1960. 

1970 . 

1971 . 

1972 . 

1973 . 

Totals.. 


$7,000 

12.000 

Nono 

11,000 

8,000 

None 

4,000 

17,000 

16,000 

None 

26,000 

20,000 


120,000 


$4,000 

7.000 

Non# 

6,000 

3.000 

None 

2,000 

8,000 

9.000 

hUe 

12,000 

10,000 

60,000 


The accumulation distribution in the amount 
of $150,000 is deemed to have been dis¬ 
tributed in the amount of $100,000 (120,000/ 
180,000 X $150,000) from the portion of the 
trust which is a foreign trust created by a 
U.S. person and in the amount of $39,000, 
which is less than $50,000 (60,000/ 180.000x 
$150,000), from the portion of the trust which 
Is a foreign trust created by a person other 
than a U.S. person computed as follows; 


_ . . Throwbru k u> 

Throwback to preceding yean 
preceding years of portion of the 
of foreign trust entire fon ien 

Year created by a trust which is 

U.8. person not a foreign 

trust created by 
a U.S. person 


1962. 


$7,000 

Nom 

1963. 

. — 

12.000 

None 

196-4. 


Nona 

None 

1965. 


11,000 

None 

1966. 


8.000 

None 

1967. 


None 

None 

1968. 


4,000 

None 

1969. 


17,000 

*8,000 

1970. 


16,000 

9 000 

1971. 


None 

None 

1972. 


25.000 

12,000 

1973. 


None 

10,000 

Totals,.. 


100,000 

39,000 


Pursuant to this paragraph, the accumula¬ 
tion distribution in the amount of $100,000 
from the portion of the trust which is a for¬ 
eign trust created by a UJ5. person is included 
in the beneficiary’s income for 1974, as the 
amount represents undistributed net income 
of the trust for the trust's preceding taxable 
years which began after December 31. 1953, 
and ended after August 16. 1954. The ac¬ 
cumulation distribution in the amount of 
$50,000 from the portion of the trust which 
is a foreign trust created by a person other 
than a U.S. person is included in the benefici¬ 
ary’s income for 1974 to the extent of the 
undistributed net income of the trust for the 
preceding years beginning after December 31, 
1968. Accordingly, with respect to the portion 
of the trust which is a foreign trust created 
by a person other than a U.S. person, only 
the undistributed net income for the years 
1969 through 1973, which totals $39,000, is 
includible In the beneficiary’s income for 
1974. Thus, of the $150,000 distribution made 
in 1974, the beneficiary is required to include 
a total of $139,000 In his income for 1974. 
The balance of $11,000 is deemed to represent 
a distribution of corpus. 

(ii) Taxable years beginning after De¬ 
cember 31, 1968, and before January l, 
1970. Accumulation distributions made in 
taxable years of the trust beginning after 
December 31,1968, and before January 1. 
1970, are allocated to prior years accord¬ 
ing to § 1.666(a)-!. 
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(3) Foreign trusts created by non-U.S. 
persons. To the extent that a foreign 
trust Is a foreign trust created by a per¬ 
son other than a U.S. person, an accumu¬ 
lation distribution is included in the ben¬ 
eficiary’s income for the year paid, 
credited, or required to be distributed 
to the extent provided under paragraph 
<b) of this section. 

(d) Reduction of undistributed net in¬ 
come for prior accumulation distribu¬ 
tions. For the purposes of allocating to 
any preceding taxable year an accumula¬ 
tion distribution of the taxable year, the 
undistributed net income of such preced¬ 
ing taxable year is reduced by the amount 
from such year deemed distributed in 
any accumulation distribution of undis¬ 
tributed net income made in any taxable 
year intervening between such preceding 
taxable year and the taxable year. Ac¬ 
cordingly, for example, if a trust has un¬ 
distributed net income for 1974 and 
makes accumulation distributions dur¬ 
ing the taxable years 1978 and 1979, in 
determining that part of the 1979 ac¬ 
cumulation distribution that is thrown 
back to 1974 the undistributed net in¬ 
come for 1974 is first reduced by the 
amount of the undistributed net income 
for 1974 deemed distributed in the 1978 
accumulation distribution. 

(e) Rule when no undistributed net 
income. If, before the application of the 
provisions of subpart D to an accumula¬ 
tion distribution for the taxable year, 
there is no undistributed net income for 
a preceding taxable year, then no portion 
of the accumulation distribution is un¬ 
distributed net income deemed distribut¬ 
ed on the last day of such preceding tax¬ 
able year. Thus, if an accumulation dis¬ 
tribution is made during the taxable year 
1975 from a trust whose earliest preced¬ 
ing taxable year is taxable year 1970, 
and the trust had no undistributed net 
income for 1970, then no portion of the 
1975 accumulation distribution is undis¬ 
tributed net income deemed distributed 
on the last day of 1970. 

§ 1.666(b) A Statutory provisions; ex¬ 
cess distributions by trust; accumu¬ 
lation distribution allocated to pre¬ 
ceding years; total taxes deemed 
distributed. 

Sec. 666. Accumulation distribution allo¬ 
cated to preceding years. • • • 

(b) Total taxes deemed distributed. If any 
portion of an accumulation distribution for 
any taxable year is deemed under subsection 

(a) to be an amount within the meaning of 
paragraph (2) of section 001(a) distributed 
on the last day of any preceding taxable 
year, and such portion of such distribution 
Is not less than the undistributed net income 
for such preceding taxable year, the trust 
shall be deemed to have distributed on the 
last day of such preceding taxable year an 
additional amount within the meaning of 
Paragraph (2) of section 661(a). Such addi¬ 
tional amount shall be equal to the taxes 
Imposed on the trust for such preceding tax¬ 
able year attributable to the undistributed 
net income. For purposes of this subsection, 
the undistributed net income and the taxes 
imposed on the trust for such preceding 
taxable year attributable to such undis¬ 
tributed net income shall be computed with- 
out regard to such accumulation distribution 
and without regard to any accumulation 


distribution determined for any succeeding 
taxable year. 

(Sec. 606(b) as amended bv sec. 331(a), Tax 
Reform Act 1969 (83 Stat. 592) 1 

§ 1.666(h)—1A Total taxes deemed dis¬ 
tributed. 

(a) If an accumulation distribution is 
deemed under § 1.686(a)-1A to be dis¬ 
tributed on the last day of a preceding 
taxable year and the amount is not less 
than the undistributed net income for 
such preceding taxable year, then an 
additional amount equal to the “taxes 
imposed on the trust attributable to the 
undistributed net income” (as defined in 
§ 1.665(d)-lA(b)) for such preceding 
taxable year is also deemed distributed 
under section 661(a) (2). For example, a 
trust has undistributed net income of 
$8,000 for the taxable year 1974. The 
taxes imposed on the trust attributable 
to the undistributed net income are 
$3,032. During the taxable year 1977, an 
accumulation distribution of $8,000 is 
made to the beneficiary, which is deemed 
under § 1.666< a) -1A to have been distrib¬ 
uted on the last day of 1974. The 1977 
accumulation distribution is not less than 
the 1974 undistributed net income. Ac¬ 
cordingly, the taxes of $3,032 imposed on 
the trust attributable to the undis¬ 
tributed net income for 1974 are also 
deemed to have been distributed on the 
last day of 1974. Thus, a total of $11,032 
will be deemed to have been distributed 
on the last day of 1974. 

(b) For the purpose of paragraph (a) 
of this section, the undistributed net in¬ 
come of any preceding taxable year and 
the taxes imposed on the trust for such 
preceding taxable year attributable to 
such undistributed net income are com¬ 
puted after taking into account any ac¬ 
cumulation distributions of taxable 
years intervening between such preced¬ 
ing taxable year and the taxable year. 
See paragraph (d) of § 1.666(a)-1 A. 

§ 1.666(c) A Statutory provision*; ex¬ 
cess distributions by trusts; accumu¬ 
lation distribution allocated to pre¬ 
ceding years; pro rata portion of 
taxes deemed distributed. 

Sec. 666. Accumulation distribution al¬ 
located to preceding years. • • • 

(c) Pro rata portion of taxes deemed dis¬ 
tributed. If any portion of an accumulation 
distribution for any taxable year is deemed 
under subsection (a) to be an amount with¬ 
in the meaning of paragraph (2) of section 
661(a) distributed on the last day of any 
preceding taxable year and such portion of 
the accumulation distribution is less than 
the undistributed net income for such pre¬ 
ceding taxable year, the trust shaU be 
deemed to have distributed on the last day 
of such preceding taxable year an additional 
amount within the meaning of paragraph 
(2) of section 661(a). Such additional 
amount shall be equal to the taxes imposed 
on the trust for such taxable year attribut¬ 
able to the undistributed net income multi¬ 
plied by the ratio of the portion of the ac¬ 
cumulation distribution to the undistributed 
net income of the trust for such year. For 
purposes of this subsection, the undistrib¬ 
uted net income and the taxes imposed on 
the trust for such preceding taxable year 
attributable to such undistributed net In¬ 
come shall be computed without regard to 
the accumulation distribution and without 


regard to any accumulation distribution de¬ 
termined for any succeeding taxable year. 

[Sec. 666(c) as amended by sec. 331(a), Tax 
Reform Act 1969 (83 Stat. 592)1 

§ 1.666(c)—1A Pro rata portion of taxes 
deemed distributed. 

(a) If an accumulation distribution is 
deemed under § 1.666(a)-1A to be distrib¬ 
uted on the last day of a preceding tax¬ 
able year and the amount is less than the 
undistributed net income for such pre¬ 
ceding taxable year, then an additional 
amount is also deemed distributed under 
section 661(a)(2). The additional 
amount is equal to the “taxes imposed on 
the trust attributable to the the undis¬ 
tributed net income” (as defined in 
§ 1.665(a)-lA(b)) for such preceding 
taxable year, multiplied by a fraction, 
the numerator of which is the amount 
of the accumulation distribution allo¬ 
cated tc such preceding taxable year and 
the denominator of which is the undis¬ 
tributed net income for such preceding 
taxable year. See paragraph (b) of ex¬ 
ample (1) and paragraphs (c) and (f) 
of example (2) in § 1.666(c)-2A for 
illustrations of this paragraph. 

(b) For the purpose of paragraph (a) 
of this section, the undistributed net in¬ 
come of any preceding taxable year and 
the taxes imposed on the trust for such 
preceding taxable year attributable to 
such undistributed net income are com¬ 
puted after taking into account any ac¬ 
cumulation distributions of any taxable 
years intervening between such preced¬ 
ing taxable year and the taxable year. 
See paragraph (d) of § 1.666(a)-lA and 
paragraph (c) of example (1) and para¬ 
graphs (e) and <h) of example (2) in 
§ 1.666(c) -2 A. 

§ 1.666(c)— 2A Illustration of the pro¬ 
visions of section 666 (u) f (b), ami 

(c). 

The application of the provisions of 
§S 1.666(a)-lA, 1.666(b)-lA, and 1.666 
(c>-lA may be illustrated by the follow¬ 
ing examples: 

Example (1). (a) A trust created on Jan¬ 
uary 1, 1974, makes accumulation distribu¬ 
tions as follows: 

1979 _$7,000 

1980 .. 20,000 

For 1974 through 1978, the undistributed 
portion of distributable net income, taxes 
imposed on the trust attributable to the 
undistributed net income, and undistributed 
net income are as follows: 


Year 

Undistributed 
portion of 
distributable 
uet income 

Taxes Im¬ 
posed on the 
trust attrib¬ 
utable to 
the undis¬ 
tributed net 
Income 

Undistril>* 
uted net 
income 

1974.. 

$12.100 

$3,400 

$8,700 

197ft. 

16,100 

6,200 

10,900 

1976. 

6,100 

1.360 

4 740 

1977. 

. None 

None 

None 

1978. 

10,100 

2,640 

7,460 


The trust has no undistributed capital gain. 

(b) Since the entire amount of the ac¬ 
cumulation distribution for 1979 ($7,000) is 
less than the undistributed net income for 
1974 ($8,700), an additional amount of 
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$2,736 (7,000/8,700x$3,400) Is deemed dis¬ 
tributed under section 666(c). 

(c) In allocating the accumulation distri¬ 
bution for 1980, the amount of undistributed 
net income for 1974 will reflect the accumula¬ 
tion distribution for 1979. The undistributed 
net income for 1974 will then be $1,700 and 
the taxes imposed on the trust for 1974 will 
be $664, determined as follows: 

Undistributed net income as of the 

close of 1974—...$8,700 

Less: Accumulation distribution 

(1979) - 7 >°°° 

Balance (undistributed net in¬ 
come as of the close of 1979) - 1, 700 

Taxes imposed on the trust attribu¬ 
table to the undistributed net in¬ 
come as of the close of 1979 (1,700/ 

8,700X $3,400) - 664 

(d) The accumulation distribution of 

$26,000 for 1980 is deemed to have been made 
on the last day of the preceding taxable 

years of the trust to the extent of $24,800, 
the total of the undistributed net income 
for such years, as shown In the tabulation 
below. In addition. $9,864, the total taxes 
imposed on the trust attributable to the un¬ 
distributed net income for such years is also 
deemed to have been distributed on the last 
day of such years, as shown below: 



Year Undistributed 

net income 

Taxes Imposed 
on tho trust 

1974 

$1,700 

$064 

1978 

10,900 

6,200 

1976 

4,740 

1,300 

None 

1977 

None 

1978 . 

1979 

... 7,400 

None 

2,640 

None 





Example (2). (a) Under the terms of a 
trust Instrument, the trustee has discretion 
to accumulate or distribute the income to 
X and to invade corpus for the benefit of X. 
The entire income of the trust is from royal¬ 
ties. Both X and the trust report on the 
calendar year basis. All of the income for 
1974 was accumulated. The distributable net 
Income of the trust for the taxable year 
1974 is $20,100 and the income taxes paid by 
the trust for 1974 attributable to the undis¬ 
tributed net income are $7/260. All of the 
income for 1976 and 1976 was distributed and 
In addition the trustee made accumulation 
distributions within the meaning of section 
665(b) of $5,420 for each year. 

(b) The undistributed net income of the 
trust determined under section 665(a) as 
of the close of 1974, is $12,840, computed as 
follows: 

Distributable net income--$20,100 

Less: Taxes imposed on the trust 
attributable to the undistributed 
net income-- 7 » 260 


Undistributed net income as 

of the close of 1974- 12. 840 

(c) The accumulation distribution of 
$5,420 made during the taxable year 1975 
Is deemed under section 666(a) to have been 
made on December 31, 1974. Since this ac¬ 
cumulation distribution is less than the 
1974 undistributed net income of $12,840. 
a portion of the taxes Imposed on the trust 
for 1974 is also deemed under section 660(c) 
to have been distributed on December 31, 
1974. The total amount deemed to have been 
distributed to X on December 31, 1974 1s 
$8,484, computed as follows: 

Accumulation distribution-$5, 420 

Taxes deemed distributed (5.420/ 


(d) After the application of the provisions 
of subpart D to the accumulation distribu¬ 
tion of 1975. the undistributed net income 
of the trust for 1974 is $7,420, computed as 
follows: 

Undistributed net income as of the 

close of 1974.— - $12,840 

Less: 1975 accumulation distribution 
deemed distributed on Decem¬ 
ber 31, 1974 (paragraph (c) of this 
example) - 5.420 


Undistributed net income for 

1974 as of the close of 1975. - 7.420 

(e) The taxes Imposed on the trust at¬ 
tributable to the undistributed net income 
for the taxable year 1974, as adjusted to 
give effect to the 1975 accumulation distribu¬ 
tion, amount to $4,196, computed as 
follows: 

Taxes imposed on the trust attribut¬ 


able to undistributed net Income 

as of the close of 1974-$7,260 

Less: Taxes deemed distributed In 

1974 _ 3.064 


Taxes attributable to the un¬ 
distributed net income de¬ 
termined as of the close of 
1975 . 4, 196 


(5) The accumulation distribution of 
$5,420 made during the taxable year 1970 is, 
under section 606(a), deemed a distribution 
to X on December 31, 1974, within the mean¬ 
ing of section 661(a) (2). Since the accumu¬ 
lation distribution is less than the 1974 ad¬ 
justed undistributed net Income of $7,420, 
the trust is deemed under section 666(c) 
also to have distributed on December 31. 
1974, a portion of the taxes Imposed on the 
trust for 1974. The total amount deemed to 
be distributed on December 31, 1974, with 
respect to the accumulation distribution 
made in 1976, is $8,484, computed as follows: 


Accumulation distribution-$5,420 

Taxes deemed distributed (6,420/ 

7,420 X $4,196) -. . . 3,064 


Total.. 8.484 


(g) After the application of the provisions 
of subpart D to the accumulation distribu¬ 
tion of 1970. the undistributed net income 
of the trust for 1974 is $2,000, computed as 
follows: 

Undistributed net income for 1974 as 

of the close of 1975-$7,420 

Less: 1976 accumulation distribution 
deemed distributed on December 31. 

1974 (paragraph (f) of this ex¬ 
ample) - 6.420 


Undistributed net Income for 

1974 as of the close of 1976— 2,000 

(h) The taxes Imposed on the trust at¬ 
tributable to the undistributed net income 
of the trust for the taxable year 1974. deter¬ 
mined as of the close of the taxable year 
1976. amount to $1,132 ($4,190 less $3,064). 

§ 1.666(d)A Statutory provisions; ex¬ 
cess distribution* by trusts; accumu¬ 
lation distribution allocated to pre¬ 
ceding years; rule when information 
is not available. 

Sec. 666. Accumulation distribution allo¬ 
cated to preceding years. • • • 

(d) Rule when information is not avail¬ 
able. If adequate records are not available 
to determine the proper application of thiB 
subpart to an amount distributed by the 
trust, such amount shall be deemed to be an 
accumulation distribution consisting of un¬ 
distributed net income earned during the 
earliest preceding taxable year of the trust 
in which it can be established that the trust 
was in existence. 
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12,840X$7,260) . 3,064 

Total _ 8,484 
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[Sec. 666(d) as added by sec. 331(a), Tax 
Reform Act 1969 (83 Stat. 592) ] 

§ 1.666(d)—1A Information required 
from trusts. 

(a) Adequate records required. For all 
taxable years of a trust, the trustee must 
retain copies of the trust’s income tax 
return as well as information pertaining 
to any adjustments in the tax shown as 
due on the return. The trustee shall also 
keep the records of the trust required 
to be retained by section 6001 and the 
regulations thereunder for each taxable 
year as to which the period of limitations 
on assessment of tax under section 6501 
has not expired. If the trustee fails to 
produce such copies and records, and 
such failure is due to circumstances be¬ 
yond the reasonable control of the 
trustee or any predecessor trustee, the 
trustee may reconstruct the amount of 
corpus, accumulated income, etc., from 
competent sources (Including, to the ex¬ 
tent permissible. Internal Revenue Serv¬ 
ice records). To the extent that an ac¬ 
curate reconstruction can be made for a 
taxable year, the requirements of this 
paragraph shall be deemed satisfied for 
such year. 

(b) Rule when information is not 
available —(1) Accumulation distribu¬ 
tions. If adequate records (as required by 
paragraph (a) of this section) are not 
available to determine the proper appli¬ 
cation of subpart D to an accumulation 
distribution made in a taxable year by 
a trust, such accumulation distribution 
shall be deemed to consist of undistrib¬ 
uted net income earned during the earli¬ 
est preceding taxable year (as defined in 
§ 1.665(e)-lA) of the trust in which it 
can be established tliat the trust was in 
existence. If adequate records are avail¬ 
able for some years, but not for others, 
the accumulation distribution shall be 
allocated first to the earliest preceding 
taxable year of the trust for which there 
are adequate records and then to each 
subsequent preceding taxable year for 
which there are adequate records. To the 
extent that the distribution is not allo¬ 
cated in such manner to years for which 
adequate records are available, it will be 
deemed distributed on the last day of 
the earliest preceding taxable year of the 
trust in which it is established that the 
trust was in existence and for which the 
trust has no records. The provisions of 
this subparagraph may be illustrated by 
the following example: 

Example. A trust makes a distribution in 
1976 of $100,000. The trustee has adequate 
records for 1973, 1974, and 1975. The records 
show that the trust is on the calendar year 
basis, had distributable net income in 1975 
of $20,000, and undistributed net income In 
1974 of $16,000, and in 1973 of $16,000. The 
trustee has no other records of the trust ex¬ 
cept for a copy of the trust instrument show¬ 
ing that the trust was established on Janu¬ 
ary 1, 1965. He establishes that the loss of 
the records was due to circumstances beyond 
his control. Since the distribution is made 
In 1975, the earliest “preceding taxable year , 
as defined In i 1.665(e)-lA, Is 1969. Since 
$80 000 of the distribution is an accuxniua- 
Won distribution, and *31,000 thereof Is allo¬ 
cated to 1974 and 1973, *49,000 Is deemed to 
have been distributed on the last d;i> 
1969. 

25, 1972 







































RULES AND REGULATIONS 


17147 


(2) Taxes. (1) If an amount is deemed 
under this paragraph to be undistributed 
net income allocated to a preceding tax¬ 
able year for which adequate records are 
not available, there shall be deemed to 
be “taxes imposed on the trust 0 for such 
preceding taxable year an amount equal 
to the taxes that the trust would have 
paid if the deemed undistributed net in¬ 
come were the amount remaining when 
the taxes were subtracted from taxable 
income of the trust for such year. For 
example, assume that an accumulation 
distribution in 1975 of $100,000 is deemed 
to be undistributed net income from 
1971 and that the taxable income re¬ 
quired to produce $100,000 after taxes in 
1971 would be $284,966. Therefore the 
amount deemed to be “taxes imposed on 
the trust 1 ' for such preceding taxable 
year is $184,966. 

(ii) The credit allowed by section 
667 ib) shall not be allowed for any 
amount deemed under this subparagraph 
to be “taxes imposed on the trust." 

§ 1.667(a) A Statutory provisions; ox- 
res* distribu lions by trusts; denial of 
refund to trusts. 

Sec. 667. Denial of refund to trusts; au¬ 
thorization of credit to beneficiaries —(a) 
Denial of refund to trusts. No refund or 
credit shall be allowed to a trust for any pre¬ 
ceding taxable year by reason of a distribu¬ 
tion deemed to have been made by such trust 
In such year under section 666 or 669. 

(Sec. 667(a) as amended by sec. 331(a), Tax 
Reform Act 1969 (83 Stat. 592 )) 

§ 1.667(a)-lA Denial of refund to 

trusts. 

If an amount is deemed under section 
666 or 669 to be an amount paid, credited, 
or required to be distributed on the last 
day of a preceding taxable year, the trust 
is aot allowed a refund or credit of the 
amount of “taxes imposed on the trust", 
as defined in § 1.665<d)-lA. However, 
such taxes imposed on the trust are al¬ 
lowed as a credit under section 667(b) 
against the tax of certain beneficiaries 
who are treated as having received the 
distributions in the preceding taxable 
year. 

§ 1.667(b) A Statutory provisions; ex¬ 
cess distributions by trusts; authori¬ 
zation of credit to beneficiary. 

Sec. 667. Denial of refund to trusts; au¬ 
thorization of credit to beneficiaries. • • • 
(b) Authorization of credit to beneficiary. 
There shall be allowed as a credit (without 
Interest) against the tax Imposed by this 
subtitle on the beneficiary an amount equal 
to the amount of the taxes deemed distrib¬ 
uted to such beneficiary by the trust under 
sections 666 (b) and (c) and 669 (d) and 
(*) during preceding taxable years of the 
trust on the last day of which the benefi¬ 
ciary was In being, reduced by the amount 
of the taxes deemed distributed to such ben¬ 
eficiary for such preceding taxable years to 
the extent that such taxes are taken into 
account under section 668(b) (1) and 669(b) 
la determining the amount of the tax Im¬ 
posed by section 668. 

(Sec. 667(b) as added by sec. 331(a) Tax 
Reform Act 1969 (83 Stat. 592) J 

§ 1.667(b)—1 A. Authorization of credit 
to beneficiary for taxes imposed on 
the trust. 

(a > Determination of credit—(. 1) In 
General. Section 667(b) allows under cer- 
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tain circumstances a credit (without in¬ 
terest) against the tax imposed by sub¬ 
title A of the Code on the beneficiary 
for the taxable year in which the accu¬ 
mulation distribution is required to be 
included in income under section 668(a). 
In the case of an accumulation distribu¬ 
tion consisting only of undistributed net 
income, the amount of such credit is the 
total of the taxes deemed distributed to 
such beneficiary under section 666 (b) 
and (c) as a result of such accumulation 
distribution for preceding taxable years 
of the trust on the last day of which 
such beneficiary was in being, less the 
amount of such taxes for such preceding 
taxable years taken into account in re¬ 
ducing the amount of partial tax deter¬ 
mined under § 1.668 (b)-l A. In the case 
of an accumulation distribution consist¬ 
ing only of undistributed capital gain, 
the amount of such credit is the total 
of the taxes deemed distributed as a 
result of the accumulation distribution 
to such beneficiary under section 669 (d) 
and (e) for preceding taxable years of 
the trust on the last day of which such 
beneficiary was in being, less the amount 
of such taxes for such preceding taxable 
years taken into account in reducing the 
amount of partial tax determined under 
§ 1.669(b)-1 A. In the case of an accu¬ 
mulation distribution consisting of both 
undistributed net income and undistrib¬ 
uted capital gain, a credit will not be 
available unless the total taxes deemed 
distributed to the beneficiary for all pre¬ 
ceding taxable years as a result of the 
accumulation distribution exceeds the 
beneficiary’s partial tax determined un¬ 
der §§ 1.668(b)-lA and 1.669 (b)-lA 
without reference to the taxes deemed 
distributed. A credit is not allowed for 
any taxes deemed distributed as a re¬ 
sult of an accumulation distribution to 
a beneficiary by reason of section 666 
(b) and (c) section 669 (d) and (e) 
for a preceding taxable year of the trust 
before the beneficiary w r as born or cre¬ 
ated. However, if as a result of an ac¬ 
cumulation distribution the total taxes 
deemed distributed under sections 668(a) 
(2) and 668(a)(3) in preceding taxable 
years before the beneficiary was born or 
created exceed the partial taxes attrib¬ 
utable to amounts deemed distributed 
in such years, such excess may be used 
to offset any liability for partial taxes 
attributable to amounts deemed distrib¬ 
uted as a result of the same accumula¬ 
tion distribution in preceding taxable 
years after the beneficiary was born or 
created. 

(2) Exact method. In the case of the 
tax computed under the exact method 
provided in §§ 1.668(b)-lA(b) and 1.669 
(b)-lA(b), the credit allowed by this 
section is computed as follows: 

(i) Compute the total taxes deemed 
distributed under §5 1.666(b) -1A and 
1.666(c)-1A or §§ 1.669(d)-lA and 1.669 
(e)-lA, whichever are appropriate, for 
the preceding taxable years of the trust 
on the last day of which the beneficiary 
was in being. 

(ii) Compute the total of the amounts 
of tax determined under § 1.668 (b)-lA 
(b)(1) or § 1.669(b)-lA(b) (1), which¬ 
ever is appropriate, for the prior taxable 
years of the beneficiary in which he was 
in being. 

REGISTER, VOL. 37, NO. 166—FRIDAY, AUGUST 


If the amount determined under sub¬ 
division (i) of this subparagraph does 
not exceed the amount determined under 
subdivision (ii) of this subparagraph, no 
credit is allowable. If the amount deter¬ 
mined under subdivision (i) of this sub- 
paragraph exceeds the amount deter¬ 
mined under subdivision (ii) of this sub- 
paragraph, the credit allowable is the 
lesser of the amount of such excess or the 
amount of taxes deemed distributed to 
the beneficiary for all preceding taxable 
years to the extent that such taxes are 
not used in § 1.668(b)-lA(b) (2) or 
§ 1.669(b)-lA(b) (2) in determining the 
beneficiary's partial tax under section 
668(a) (2) or 668(a) (3). The application 
of this subparagraph may be illustrated 
by the following example: 

Example. An accumulation distribution 
made in 1975 Is deemed distribution in 1973 
and 1974, years In which the beneficiary was 
in being. The taxes deemed distributed in 
such years ore $4,000 and $2,000, respectively, 
totaling $6,000. The amounts of tax com¬ 
puted under 5 1.668(b)-lA(b) (1) attribu¬ 
table to the amounts thrown back are $3,000 
and $2,000, respectively, totaling $5,000. The 
credit allowable under this subparagraph is 
therefore $1,000 ($6,000 less $5,000). 

(3) Short-cut method. In the case of 
the tax computed under the short-cut 
method provided in § 1.668(b)-lA(c) or 
1.669(b)-lA(c), the credit allowed by 
this section is computed as follows: 

(i) Compute the total taxes deemed 
distributed in all preceding taxable 
years of the trust under §§ 1.666(b)-1A 
and 1.666(c)-lA or §§ 1.669(d)-lA and 
1.669 (e)-lA, whichever are appropriate. 

(ii) Compute the beneficiary’s partial 
tax determined under either § 1.668(b)- 
lA(c) (1) (v) or § 1.669(b)-lA(c)(l)(v), 
whichever is appropriate. 

If the amount determined under sub¬ 
division (i) of this subparagraph does 
not exceed the amount determined under 
subdivision (ii) of this subparagraph, no 
credit is allowable. If the amount deter¬ 
mined under subdivision (i) of this sub- 
paragraph exceeds the amount deter¬ 
mined under subdivision (ii) of this 
subparagraph, 

(iii) Compute the total taxes deemed 
distributed under §§ 1.666(b)-lA and 
1.666(c)-lA or §§ 1.669(d)-lA and 1.669 
(e)-lA, which are appropriate, for the 
preceding taxable years of the trust on 
the last day of w r hich the beneficiary was 
in being. 

(iv) Multiply the amount by which 
subdivision (i) of this subparagraph ex¬ 
ceeds subdivision (ii) of this subpara¬ 
graph by a fraction, the numerator of 
which is the amount determined under 
subdivision (iii) of this subparagraph 
and the denominator of which is the 
amount determined under subdivision 
(i) of this subparagraph. 

The result is the allowable credit. The 
application of this subparagraph may be 
illustrated by the following example: 

Example. An accumulation distribution 
that consists only of undistributed net In¬ 
come is made in 1975. The taxes deemed dis¬ 
tributed in the preceding years under §§ 1.666 
(b)-lA and 1.666(C)-1A are $15,000. The 
amount determined under $ 1.668(b)-lA(c) 
(1) (v) is $12,000. The beneficiary was in being 
on the last day of all but one preceding tax¬ 
able year in which the accumulation distrl- 

25, 1972 
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butlon was deemed made, and the taxes 
deemed distributed in those years was 
$10,000. Therefore, the excess of the subdi¬ 
vision (1) amount over the subdivision (U) 
amount Is $3,000. and is multiplied by 10,000/ 
15.000, resulting in an answer of $2,000, which 
Is the credit allowable when computed under 
the short-cut method. 

• • • • • 

(b) Year of credit. The credit to which 
a beneficiary is entitled under this section 
is allowed for the taxable year in which 
the accumulation distribution (to which 
the credit relates) is required to be in¬ 
cluded in the income of the beneficiary 
under section 668(a). Any excess over the 
total tax liability of the beneficiary for 
such year is treated as an overpayment of 
tax by the beneficiary. See section 6401 
(b) and the regulations thereunder. 

§ 1.668 (a) A Statutory provisions; ex¬ 
cels distributions by trusts; treatment 
of amounts deemed distributed in 
preceding years; general rule. 

Sec. 668. Treatment of amounts deemed 
distributed in preceding years—(a) General 
rule. The total of the amounts which are 
treated under sections 666 and 669 as having 
been distributed by the trust In a preceding 
taxable year shall be included in the income 
of a beneficiary of the trust when paid, 
credited, or required to be distributed to the 
extent that such total would have been In¬ 
cluded In the income of such beneficiary 
under section 662 (a) (2) and (b) if such 
total had been paid to such beneficiary on the 
last day of such preceding taxable year. The 
tax imposed by this subtitle on a beneficiary 
for a taxable year in which any such amount 
is included in his income shall be determined 
only as provided In this section and shall con¬ 
sist of the sum of— 

(1) A partial tax computed on the taxable 
Income reduced by an amount equal to the 
total of such amounts, at the rate and in the 
manner as if this section had not been 
enacted, 

(2) A partial tax determined as provided 
In subsection (b) of this section, and 

(3) In the case of a beneficiary of a trust 
which is not required to distribute all of its 
Income currently, a partial tax determined 
as provided in section 669. 

For purposes of this subpart, a trust shall not 
be considered to be a trust which is not re¬ 
quired to distribute all of Its Income cur¬ 
rently for any taxable year prior to the first 
taxable year in which income is accumulated. 

(Sec. 668(a) as amended by sec. 331(a), Tax 
Reform Act 1969 (83 Stat. 592) ] 

§ 1.668(a)—1A Amount* treated as re¬ 
ceived in prior taxable years; inclu¬ 
sion in gross income. 

(a) Section 668(a) provides that the 
total of the amounts treated under sec¬ 
tions 666 and 669 as having been distrib¬ 
uted by the trust on the last day of a 
preceding taxable year of the trust shall 
be included in the income of the bene¬ 
ficiary or beneficiaries receiving them. 
The total of such amounts Is includable 
in the income of each beneficiary to the 
extent the amounts would have been in¬ 
cluded under section 662(a) (2) and (b) 
as if the total had actually been an 
amount properly paid by the trust un¬ 
der section 661(a)(2) on the last day 
of such preceding taxable year. The 
total is included In the income of the 
beneficiary for the taxable year of 
the beneficiary In which such amounts 


are in fact paid, credited, or required 
to be distributed unless the taxable year 
of the beneficiary differs from the tax¬ 
able year of the trust (see section 662(c) 
and the regulations thereunder). The 
character of the amounts treated as 
received by a beneficiary in prior taxable 
years, including taxes deemed distrib¬ 
uted, in the hands of the beneficiary is 
determined by the rules set forth in 
section 662(b) and the regulations 
thereunder. 

(b) Any deduction allowed to the 
trust in computing distributable net in¬ 
come for a preceding taxable year (such 
as depreciation, depletion, etc.) is not 
deemed allocable to a beneficiary be¬ 
cause of amounts included in a bene¬ 
ficiary’s gross income under this section 
since the deduction has already been 
utilized in reducing the amount included 
in the beneficiary’s income. 

(c) For purposes of applying section 
668(a) (3), a trust shall be considered to 
be other than a '‘trust which is not re¬ 
quired to distribute all of its income cur¬ 
rently” for each taxable year prior to 
the first taxable year beginning after 
December 31,1968, and ending after No¬ 
vember 30,1969, in which income is accu¬ 
mulated. Income will not be deemed to 
have been accumulated for purposes of 
applying section 668(a)(3) in a year if 
the trustee makes a determination, as 
evidenced by a statement on the return, 
to distribute all of the trust’s income for 
such year and also makes a good faith 
determination as to the amount of such 
income and actually distributed for such 
year the entire amount so determined. 
The term “income,” as used in the pre¬ 
ceding two sentences, is defined In 
§§ 1.643 (b)-l and 1.643(b)-2. Since, 
under such definitions, certain items may 
be included in distributable net income 
but are not, under applicable local law. 
“income” (as, for example, certain ex¬ 
traordinary dividends), a trust that has 
undistributed net Income from such 
sources might still qualify as a trust that 
has not accumulated income. Also, for 
example, if a trust establishes a reserve 
for depreciation or depletion and appli¬ 
cable local law permits the deduction for 
such reserve in the computation of “In¬ 
come,” amounts so added to the reserve 
do not constitute an accumulation of in¬ 
come. If a trust has separate shares, and 
any share accumulates income, all shares 
of the trust will be considered to have 
accumulated income for purposes of sec¬ 
tion 668(a)(3). Amounts retained by a 
trust or a portion of a trust that is sub¬ 
ject to subpart E (sections 671-678) shall 
not be considered accumulated income. 

(d) See section 1302(a) (2) (B) to the 
effect that amounts included in the In¬ 
come of a beneficiary of a trust under 
section 668(a) are not eligible for in¬ 
come averaging. 

§ 1.668 (a)-2A Allocation among bene¬ 
ficiaries; in general. 

The portion of the total amount in¬ 
cludible in income under 5 1.668(a)-lA 
which is includible ir the income of a 
particular beneficiary is based upon the 
ratio determined under the second sen¬ 
tence of section 662(a) (2) for the taxable 


year (and not for the preceding taxable 
year). This section may be Illustrated 
by the following example: 

Example, (a) Under the terms of a trust 
Instrument, the trustee may accumulate the 
income or make distributions to A and B. 
The trustee may also invade corpus for the 
benefit of A and B. The distributable net in¬ 
come of the trust for taxable year 1975 1 b 
$ 10,000. The trust had undistributed net in¬ 
come for taxable year 1973, the first year of 
the trust, of $5,000, to which a tax of $ 1,100 
was allocable. On May 1, 1975, the trustee 
distributes $10,000 to A, and on November 29 
1975, he distributes $5,000 to B. Thus, of the 
total distribution of $15,000, A received two- 
thirds and B receives one-third. 

(b) For the purposes of determining the 
amounts includible In the beneficiaries’ 
gross income for 1975, the trust Is deemed 
to have made the following distributions: 


Amount distributed out of 1975 in¬ 
come (distributable net Income). $10,000 


Accumulation distribution deemed 
distributed by the trust on the 
last day of 1973 under section 

666(a) .. 5,000 

Taxes Imposed on the trust attrib¬ 
utable to the undistributed net 
Income deemed distributed under 
section 666(b)_ 1,100 


(c) A will include In his income for 1975 

two-thirds of each item shown in paragraph 
(b) of this example. Thus, he will Include 
in gross income $6,666.67 (10,000/15,000 X 
$10,000) of the 1975 distributable net in¬ 
come of the trust as provided in section 
662(a)(2) (which is not an amount Includ¬ 
able in his income under S 1.668(a)-! A (a)). 
He will Include in his income $3,333.33 
(10,000/15,000 X $5,000) of the accumulation 
distribution and $733.33 (10,000/15,000 X 

$1,100) of the taxes Imposed on the trust, 
as provided In section 668(a). 

(d) B will Include In his Income for 1975 
one-third of each item shown In paragraph 
(b) of this example, computed In the man¬ 
ner shown in paragraph (c) of this example. 

(e) To the extent the total accumulation 
distribution consists of undistributed net 
income and undistributed capital gain, A 
and B shall be treated as receiving a pro rata 
share of each for the preceding taxable year 
1973. 


§ 1.668 (n)-3A Determination of tax. 

In a taxable year in which an amount 
is included in a beneficiary’s income un¬ 
der 5 1.668(a)-lA(a), the tax on the 
beneficiary for such taxable year is de¬ 
termined only as provided in section 
668 and consists of the sum of— 

(a) A partial tax computed on (1) the 
beneficiary’s taxable income reduced by 
(2) an amount equal to the total amounts 
Includible in his income under 51668 
(a) -1 A(a), at the rate and in the manner 
as if section 668 had not been enacted, 

(b) A partial tax determined as pro¬ 
vided in $ 1 . 668 (b)-1 A, and 

(c) In the case of a beneficiary of a 
trust which is not required to distribute 
all of its income currently, a Partial tax 
determined as provided in § 1.669* d - 


.668(b) A Statutory provision*; eg¬ 
ress distributions by trusts; treamunt 
of amount* deemed «*«?*“ 
preceding year*; tax on dislrdml 
jec. 668. Treatment of amounts distribute 

*bf C Tax > o T^distribution — (1) dttertwfW 
lhods. Except as provided in paras P 
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(2), the partial tax Imposed by subsection 
(a) (2) shall be the lesser of— 

<A) The aggregate of the taxes attribut¬ 
able to the amounts deemed distributed 
under section 666 had they been Included In 
the gross Income of the beneficiary on the 
last day of each respective preceding taxable 
year, or 

(B) The tax determined by multiplying, 
by the number of preceding taxable years of 
the trust, on the last day of which an amount 
is deemed under section 666(a) to have been 
distributed, the average of the increase in 
tax attributable to recomputing the bene¬ 
ficiary’s gross income for each of the bene¬ 
ficiary's 3 taxable years immediately preced¬ 
ing the year of the accumulation distribution 
by° adding to the income of each of 6uch 
years an amount determined by dividing the 
amount deemed distributed under section 
666 and required to be included in income 
under subsection (a) by such number of 
preceding taxable years of the trust, 

less an amount equal to the amount of taxes 
deemed distributed to the beneficiary under 
sections 666 (b) and (c). 

(2) Special rules. (A) If a beneficiary was 
not in existence on the last day of a preceding 
taxable year of the trust with respect to 
which a distribution Is deemed made under 
section 666(a), the partial tax under either 
paragraph (1)(A) or (1)(B) shall be com¬ 
puted as if the beneficiary were in existence 
on the last day of such year on the basis 
that the beneficiary had no gross income 
(other than amounts deemed distributed to 
him under sections 666 and 669 by the same 
or other trusts) and no deductions for such 
year. 

(B) The partial tax shall not be computed 
under the provisions of subparagraph (B) 
or paragraph (1) if, in the same prior taxable 
year of the beneficiary in which any part 
ol the accumulation distribution is deemed 
under section 666(a) to have been dis¬ 
tributed to such beneficiary, some part of 
prior accumulation distributions by each 
or two or more other trusts is deemed under 
section 666(a) to have been distributed to 
such beneficiary. 

(C) If the partial tax is computed under 
paragraph (1)(B), and the amount of the 
undistributed net income deemed distrib¬ 
uted In any preceding taxable year of the 
trust Is less than 25 percent of the amount 
of the accumulation distribution divided by 
the number of preceding taxable years to 
which the accumulation distribution is al¬ 
located under section 666(a), the number of 
preceding taxable years of the trust with 
respect to which an amount is deemed dis¬ 
tributed to a beneficiary under section 666 
(a) shall be determined without regard to 
such year. 

(3) Effect of other accumulation distribu¬ 
tions and capital gain distributions. In com¬ 
puting the partial tax under paragraph (1) 
for any beneficiary, the income of such 
beneficiary for each of his prior taxable 
years— 


(A) Shall include amounts previously 
deemed distributed to such beneficiary in 
such year under section 666 or 669 as a result 
of prior accumulation distributions or capital 
gain distributions (whether from the same or 
another trust), and 


tB) Shall not include amounts deemed 
distributed to such beneficiary in such yeai 
under section 669 as a result of a capital 
gain distribution from the same trust in the 
current year. 

Multiple distributions in the same 

Hu? J! €ar ' In the case accumulation 
distributions made from more than one trust 

J£}2f < are lncludib l« in the income of a 
eneficiary in the same taxable year, the 


distributions shall be deemed to have been 
made consecutively in whichever order the 
beneficiary shall determine. 

(5) Information requirements with respect 
to beneficiary. (A) Except as provided In sub- 
paragraph (B), the partial tax shall not be 
computed under the provisions of paragraph 
(1)(A) unless the beneficiary supplies such 
information with respect to his Income, for 
each taxable year with which or in which 
ends a taxable year of the trust on the last 
day of which an amount is deemed distrib¬ 
uted under section 666(a), as the Secretary 
or his delegate prescribes by regulations. 

(B) If by reason of paragraph (2) (B) the 
provisions or paragraph (1) (B) do not apply, 
the determination of the amount of the 
beneficiary’s income for a taxable year for 
which the beneficiary has not supplied the 
information required under subparagraph 
(A) shall be made by the Secretary or his 
delegate on the basis of information avail¬ 
able to him. 

[Sec. 668(b) as amended by sec. 331(a) Tax 
Reform Act 1969 ( 83 Stat. 592) J 

§ 1.668(b)—1A Tax on distribution. 

(a) In general. The partial tax im¬ 
posed on the beneficiary by section 668 
(a)(2) shall be the lesser of— 

(1) The tax computed under para¬ 
graph (b) of this section (the “exact” 
method), or 

(2) The tax computed under paragraph 
(c) of this section (the “short-cut” 
method), 

except as provided in 5 1.668(b)-4A (re¬ 
lating to failure to furnish proper in¬ 
formation) and paragraph (d) of this 
section (relating to disallowance of 
short-cut method). For purposes of this 
paragraph, the method used in the re¬ 
turn shall be accepted as the method 
that produces the lesser tax. The bene¬ 
ficiary’s choice of the two methods is not 
dependent upon the method that he uses 
to compute his partial tax imposed by 
section 668(a) (3). 

(b) Computation of partial tax hy the 
exact method. The partial tax referred 
to in paragraph (a) (1) of this section is 
computed as follows: 

(1) First, compute the tax attributa¬ 
ble to the section 666 amounts for each 
of the preceding taxable years. For pur¬ 
poses of this paragraph, the “section 666 
amounts” for a preceding taxable year 
are the amounts deemed distributed un¬ 
der section 666(a) on the last day of the 
preceding taxable year, plus the amount 
of taxes deemed distributed on such 
day under section 666 (b) or (c). The 
tax attributable to such amounts in eacli 
prior taxable year of the beneficiary is 
the difference between the tax for such 
year computed with the inclusion of the 
section 666 amounts in the beneficiary’s 
gross income and the tax for such year 
computed without including them in 
such gross Income. Tax computations for 
each such year shall reflect a taxpayer’s 
marital, dependency, exemption, and fil¬ 
ing status for such year. To the extent 
the undistributed net income of a trust 
deemed distributed in an accumulation 
distribution includes amounts received 
as an accumulation distribution from 
another trust, for purposes of this para¬ 
graph they shall be considered as 


amounts deemed distributed by the trust 
under section 666(a) on the last day of 
each of the preceding taxable years in 
which such amounts were accumulated 
by such other trust. For example, as¬ 
sume trust Z, a calendar year trust, re¬ 
ceived in its taxable year 1975 an ac¬ 
cumulation distribution from trust Y, a 
calendar year trust, that included undis¬ 
tributed net income and taxes of trust Y 
for the taxable years 1972, 1973, and 
1974. To the extent an accumulation dis¬ 
tribution made by trust Z in its taxable 
year 1976 Includes such undistributed net 
income and taxes, it shall be considered 
an accumulation distribution by trust Z 
in the taxable year 1976 and under sec¬ 
tion 666(a) will be deemed distributed 
on the last day of the preceding taxable 
years 1972,1973, and 1974. 

(2) From the sum of the taxes for 
the prior taxable years attributable to 
the section 666 amounts (computed in 
accordance with subparagraph (1) of 
this paragraph), subtract so much of 
the amount of taxes deemed distributed 
to the beneficiary under §3 1.666(b)-lA 
and 1,666 (c)-l A as does not exceed such 
sum. The resulting amount, if any. is 
the partial tax, computed under the ex¬ 
act method, for the taxable year in which 
the accumulation distribution is paid, 
credited, or required to be distributed to 
the beneficiary. 

(3) The provisions of this paragraph 
may be illustrated by the following 
example: 

Example. (1) Assume that in 1979 a trust 
makes an accumulation distribution of $15.- 
000 to A. The accumulation distribution is 
allocated under section 666(a) in the 
amounts of $5,000 to 1971. $4,000 to 1972, and 
$6,000 to 1973. Under section 666 (b) and (c), 
taxes in the amounts of $935, $715, and 
$1,155 (totaling $2,805) are deemed distrib¬ 
uted in 1971, 1972, and 1973, respectively. 

(li) A, the beneficiary, had taxable income 
and paid income tax in 1971-73 as follows: 


Year 

Taxable 

income 

Tax 

1971 . 

1972 .... 

11173... 

$10,000 

12.000 

14,000 

$2. M0 
2, MO 

a. wo 


(Ui) Taxes attributable to the section 666 
amounts (paragraph (1) of this example) are 
$6,979, computed as follows: 

1971 

Taxable income including 
section 666 amounts 
($10,000 -f $5,000 4- 

$935) - $15,935 

Tax on $15,935- $4,305 

Less: Tax paid by A in 1971_ 2, 190 


Tax attributable to 1971 section 666 
amounts_ 2,115 

1972 

Taxable income including 
section. 666 amounts 
($12,000 + $4,000 -f- 

$715) .. $16,715 

Tax on $16,715___ $4,620 

Less: Tax paid by A in 1972. 2, 830 

Tax attributable to 1972 section 666 
amounts_ i, 790 
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1973 

Taxable income including 


section 666 amounts 


($14,000 + $6,000 -f 


$1,155) - 

$21.155 

Tax on $21,155- 

_ $6.624 

Less: Tax paid by A in 1973 

_ 3,650 

Tax attributable to 1973 section 666 

amounts- 

_ 3,074 

Total tax attributable 

to section 666 

amounts: 


1971-- 

___ $2,115 

1972 _ 

... 1.790 

1973 ... 

___ 3,074 

Total _ - 

. 6.979 


(iv) The partial tax computed under the 
exact method is $4,174. computed by sub¬ 
tracting the taxes deemed distributed 
($2,805) from the tax attributable to the sec¬ 
tion 660 amounts ($6,979). 

(c) Computation of tax by the short¬ 
cut method. (1) The tax referred to in 
paragraph (a)(2) of this section is com¬ 
puted as follows: 

(i) First, determine the number of 
preceding taxable years of the trust on 
the last day of which an amount is 
deemed under section 666(a) to have 
been distributed. For purposes of the 
preceding sentence, the preceding tax¬ 
able years of a trust that has received 
an accumulation distribution from an¬ 
other trust shall include the taxable 
years of such other trust in which an 
amount was deemed distributed in such 
accumulation distribution. For example, 
assume trust Z, a calendar year trust, 
received in its taxable year 1975 an ac¬ 
cumulation distribution from trust Y, a 
calendar year trust, that included un¬ 
distributed net income of trust Y for 
the taxable years 1972, 1973, and 1974. 
To the extent an accumulation distri¬ 
bution made by trust Z in its taxable 
year 1976 includes such undistributed 
net income, it shall be considered an 
accumulation distribution by trust Z in 
the taxable year 1976 and under section 
666 (a) will be deemed distributed on the 
last day of the preceding taxable years 
1972, 1973, and 1974. For purposes of this 
subparagraph, such number of preceding 
taxable years of the trust shall not in¬ 
clude any preceding taxable year of the 
trust in which the undistributed net in¬ 
come deemed distributed is less than 25 
percent of (a) the total amounts deemed 
under section 666(a) to be undistributed 
net income from preceding taxable years 
divided by (b) the number of such pre¬ 
ceding taxable years of the trust on the 
last day of which an amount is deemed 
under section 666(a) to have been dis¬ 
tributed without application of this sen¬ 
tence. For example, assume that an ac¬ 
cumulation distribution of $90,000 made 
to a beneficiary in 1979 is deemed dis¬ 
tributed in the amounts of $29,000 in 
each of the years 1972, 1973, and 1974, 
and $3,000 in 1975. The number of pre¬ 
ceding taxable years on the last day of 
which an amount was deemed distrib¬ 
uted without reference to the second 
sentence of this subparagraph is four. 
However, the distribution deemed made 
in 1975 ($3,000) is less than $5,625, which 


is 25 percent of (a) the total undis¬ 
tributed net income deemed distributed 
under section 666(a) ($90,000) divided 
by (b) the number of such preceding 
taxable years (4), or $22,500. Therefore, 
for purposes of this subparagraph the 
accumulation distribution is deemed dis¬ 
tributed in only 3 preceding taxable 
years <1972.1973, and 1974). 

<ii) Second, divide the amount (rep¬ 
resenting the accumulation distribution 
and taxes deemed distributed) required 
under section 668(a) to be included in 
the income of the beneficiary for the tax¬ 
able year by the number of preceding 
taxable years of the trust on the last day 
of which an amount is deemed under sec¬ 
tion 666(a) to have been distributed (de¬ 
termined as provided in subdivision (i> 
of this subparagraph). The amount de¬ 
termined under this subdivision, includ¬ 
ing taxes deemed distributed, consists of 
the same proportion of each class of in¬ 
come as the total of each class of income 
deemed distributed in the accumulation 
distribution bears to the total undistrib¬ 
uted net income from such preceding 
taxable years deemed distributed in the 
accumulation distribution. For example, 
assume that an amount of $50,000 is 
deemed distributed under section 666(a) 
from undistributed net income of 5 pre¬ 
ceding taxable years of the trust, and 
consists of $25,000 of interest, $15,000 
of dividends, and $10,000 of net rental 
income. Taxes attributable to such 
amounts in the amount of $10,000 are 
also deemed distributed. The amount de¬ 
termined under this subdivision, $12,000 
($50,000 income plus $10,000 tax divided 
by 5 years), is deemed to consist of $6,000 
in interest, $3,600 in dividends, and $2,400 
in net rental income. 

(iii) Third, compute the tax of the 
beneficiary for each of the 3 taxable years 
immediately preceding the year in which 
the accumulation distribution is paid, 
credited, or required to be distributed to 
him, 

(a) With the inclusion in gross in¬ 
come of the beneficiary for each of such 3 
years of the amount determined under 
subdivision (ii) of this subparagraph, and 

(b) Without such inclusion. 

The difference between the amount of 
tax computed under (a) of this sub¬ 
division for each year and the amount 
computed under (b) of this subdivision 
for that year is the additional tax result¬ 
ing from the inclusion in gross income for 
that year of the amount determined 
under subdivision (ii) of this subpara¬ 
graph. For example, assume that a distri¬ 
bution of $12,000, is includable in the 
income of each of the beneficiary’s 3 
preceding taxable years when his income 
(without the inclusion of the accumula¬ 
tion distribution) w r as $20,000, $30,000, 
and $40,000. The inclusion of $12,000 in 
income would produce taxable income of 
$32,000, $42,000, and $52,000, and the tax 
attributable to such increases would be 
$4,000, $5,000, and $6,000, respectively. 

(iv) Fourth, add the additional taxes 
resulting from the application of sub¬ 
division (iii) of this subparagraph and 
then divide this amount by 3. For ex¬ 


ample, if these additional taxes are 
$4,000, $5,000, and $6,000 for the 3 pre¬ 
ceding taxable years, this amount would 
be $5,000 <$4,000+$5,000 +$6,000 divided 
by 3). 

(v) Fifth, the resulting amount is then 
multiplied by the number of preceding 
taxable years of the trust on the last day 
of which an amount is deemed under 
section 666(a) to have been distributed 
(previously determined under subdivi¬ 
sion (i) of this subparagraph). For ex¬ 
ample, if an amount is deemed distrib¬ 
uted for 5 preceding taxable years, the 
resulting amount w r ould be five times the 
$5,000 amount. 

(vi) Sixth, the resulting amount, less 
so much of the amount of taxes deemed 
distributed to the beneficiary under 
§§ 1.666(b)-lA and 1.666(c)-lA as does 
not exceed such resulting amount, is the 
tax under the short-cut method pro¬ 
vided in section 668(b) (1) (B). 

(2) The computation of the tax by the 
short-cut method may be illustrated by 
the following example: 

Example: In 1971, X creates a trust which 
Is to accumulate its income and pay the in¬ 
come to Y when Y reaches 30. Y is 19. Over 
the 11 years of the trust, the trust earns 
$1,200 of interest income annually and has 
expenses each year of $100 allocable to the 
production of Income. The trust pays a total 
tax of $1,450 on the accumulated income. In 
1981, when Y reaches 30, the $9,550 of ac¬ 
cumulated undistributed net income and 
the $1,100 of current net income are distrib¬ 
uted to Y. Y is treated as having received 
a total distribution of $11,000 (the $9,550 
accumulation distribution plus the taxes 
paid by the trust which are deemed to have 
been distributed to Y). The income of the 
current year (1981) is taxed directly to Y. 
The computation is as follows: $11,000 (ac¬ 
cumulation distribution plus taxes) divided 
by 10 (number of years out of which distribu¬ 
tion was made) equals $1,100. The $1,100 
added to the income of the beneficiary’s 
preceding 3 years produces Increases in tax as 
follows: 


1980 -...- $350 

1979 . 300 

1978 . 250 

Total . 900 


$900 (total additional tax) divided by 3 
equals $300 (average annual increase in tax). 
$300 (average annual increase in tax) times 
10 equals $3,000, from which is deducted the 
amount of taxes ($1,450) paid by the trust 
attributable to the undistributed net Income 
deemed distributed. The amount of tax to be 
paid currently under the short-cut method is 
therefore $1,550. 

(d) Disalloioance of short-cut method. 
If, in any prior taxable year of the bene¬ 
ficiary in which any part of the accumu¬ 
lation distribution of undistributed net 
income is deemed to have been distrib¬ 
uted under section 666(a) to such bene¬ 
ficiary, any part of prior accumulation 
distributions of undistributed net in¬ 
come by each of tw r o or more other trusts 
is deemed under section 666(a) to have 
been distributed to such beneficiary, tnen 
the short-cut method under paragiapn 

(c) of this section may not be used ana 
the partial tax imposed by section 668(a^ 
(2) shall be computed only under tne 
exact method under paragraph (b) oi 
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this section. For example, assume that, 
in 1978 , trust X makes an accumulation 
distribution of undistributed net income 
to A, who is on the calendar year basis, 
and part of the accumulation distribu¬ 
tion is deemed under section 666(a) to 
have been distributed on March 31, 1974. 
In 1977, A had received an accumulation 
distribution of undistributed net income 
from both trust Y and trust Z. Part of 
the accumulation distribution from trust 
Y was deemed under section 666(a) to 
have been distributed to A on June 30, 
1974, and part of the accumulation dis¬ 
tribution from trust Z was deemed under 
section 666(a) to have been distributed 
to A on December 31,1974. Because there 
were portions of accumulation distribu¬ 
tions of undistributed net income from 
two other trusts deemed distributed with¬ 
in the same prior taxable year of A 
(1974), the 1978 accumulation distribu¬ 
tion from trust X may not be computed 
under the short-cut method provided in 
paragraph (c) of this section. Therefore 
the exact method under paragraph (b) 
of this section must be used to compute 
the tax imposed by section 666(a)(2). 
§ 1.668(b)—2A Special rules applicable 
to section 668. 


(а) Rule when beneficiary not in ex¬ 
istence on the last day of a taxable year. 
If a beneficiary was not in existence on 
the last day of a preceding taxable year 
of the trust with respect to which a dis¬ 
tribution is deemed made under section 
666(a), it shall be assumed, for purposes 
of the computations under paragraphs 

(b) and (c) of § 1.668(b)-lA, that the 
beneficiary— 

(1) Was in existence on such last day, 

(2) Was a calendar year taxpayer, 

(3) Had no gross income other than 
the amounts deemed distributed to him 
from such trust in his calendar year in 
which such last day occurred and from 
all other trusts from which amounts are 
deemed to have been distributed to him 
in such calendar year, 

(4) If an individual, was unmarried 
and had no dependents, 

(5) Had no deductions other than the 
standard deduction, if applicable, under 
section 141 for such calendar year, and 

(б) Was entitled to the personal ex¬ 
emption under section 151 or 642(b). 


For example, assume that part of an ac 
cumulation distribution made in 1980 
deemed under section 666(a) to ha\ 
been distributed to the beneficiary. A, i 
1973; $10,000 of a prior accumulatio 
distribution was deemed distributed i 
19(3. A was bom on October 9, 1975. 3 
will be assumed for purposes of § 1.66* 
^o)-ia that A was alive in 1973, was o 
the calendar year basis, had no incom 
other than (i) the $10,000 from the ear 
uer accumulation distribution deeme 
in 1973, and (li) the part c 
ne 1980 distribution deemed distribute 
Ju’ and k ad no deductions othe 

tnan the personal exemption provided L 
^ l ‘° n ] 51 - K should be noted that th 
. deduc t lo n for 1973 will b 
hnn« 6 £ witfl respect to the distri 

vT™\, 01 V y 10 the extent qualifies a 
t.n 5, ne o lncome ” in the hands of th 
See section 141(e) and the regu 


lations thereunder and § 1.652<b)-l. If A 
were a trust or estate created after 1973, 
the same assumptions would apply, ex¬ 
cept that the trust or estate would not be 
entitled to the standard deduction and 
would receive the personal exemption 
provided under section 642(b) in the 
same manner as allowed under such sec¬ 
tion for A’s first actual taxable year. 

(b) Effect of other distributions. The 
income of the beneficiary, for any of his 
prior taxable years for which a tax is 
being recomputed under $ 1.668(b)-1 A, 
shall include any amounts of prior ac¬ 
cumulation distributions (including prior 
capital gain distributions) deemed dis¬ 
tributed under sections 666 and 669 in 
such prior taxable year. For purposes 
of the preceding sentence, a “prior ac¬ 
cumulation distribution'* is a distribution 
from the same or another trust which 
was paid, credited, or required to be 
distributed in a prior taxable year of the 
beneficiary. The term “prior accumula¬ 
tion distribution” also includes accumu¬ 
lation distributions of other trusts which 
were paid, credited, or required to be 
distributed to the beneficiary in the 
same taxable year and which the bene¬ 
ficiary has determined under paragraph 

(c) of this section to treat as having 
been distributed before the accumula¬ 
tion distribution for which tax is being 
computed under § 1.668(b).-lA. Any cap¬ 
ital gain distribution from the same 
trust paid, credited, or required to be 
distributed in the same taxable year of 
the beneficiary shall not be considered 
under this paragraph to be a “prior capi¬ 
tal gain distribution.” 

(c) Multiple distributions in the same 
taxable year. For purposes of paragraph 
(b) of this section, accumulation distri¬ 
butions made from more than one trust 
in the same taxable year of the benefici¬ 
ary, regardless of when in the taxable 
year they were actually made, shall be 
treated as having been made consecu¬ 
tively, in whichever order the beneficiary 
may determine. However, the beneficiary 
must treat them as having been made in 
the same order for the purpose of com¬ 
puting the partial tax on the several 
accumulation distributions. The benefici¬ 
ary shall indicate the order he has de¬ 
termined to deem the accumulation dis¬ 
tributions to have been received by him 
on his return for the taxable year. A 
failure by him so to indicate, however, 
shall not affect his right to make such 
determination. The purpose of this rule 
is to assure that the tax resulting from 
the later (as so deemed under this para¬ 
graph) distribution is computed with 
the inclusion of the earlier distribution 
in the taxable base and that the tax re¬ 
sulting from the earlier (as so deemed 
under this paragraph) distribution is 
computed with the later distribution ex¬ 
cluded from the taxable base. 

(d) Examples. The provisions of para¬ 
graphs <b) and (c) of this section may 
be illustrated by the following examples: 

Example (1). In 1978, trust X made an 
accumulation distribution of undistributed 
net income to A, a calendar year taxpayer, 
of which $3,000 was deemed to have been 
distributed in 1974. In 1980, trust X makes 
another accumulation distribution of undis¬ 


tributed net income to A, $10,000 of which 
is deemed under section 666 to have been 
distributed in 1974. Also In 1980, trust Y 
makes an accumulation distribution of un¬ 
distributed net Income to A. of which $5,000 
is deemed under section 666 to have been 
distributed In 1974. A determines to treat the 
1980 distribution from trust Y as having 
been made prior to the 1980 distribution 
from trust X. In computing the tax on the 
1980 trust Y distribution, A’s gross income 
for 1974 includes (l) the $3,000 deemed dis¬ 
tributed from the 1978 distribution, and (li) 
the $5,000 deemed distributed in 1974 from 
the 1980 trust Y accumulation distribution. 
To compute A’s tax under the exact method 
for 1974 on the $10,000 from the 1980 trust 
X accumulation distribution deemed distrib¬ 
uted in 1974. A’s gross income for 1974 in¬ 
cludes (i) the $10,000, (il) the $3,000 previ¬ 
ously deemed distributed in 1974 from the 
1978 trust X accumulation distribution, and 
(iil) the $5,000 deemed distribution In 1974 
from the 1980 trust Y accumulation distribu¬ 
tion. 

Example (2). In 1978. trust T makes an 
accumulation distribution of undistributed 
net income to B. a calendar year taxpayer. 
Determination of the tax on the accumula¬ 
tion distribution under the short-cut method 
requires the use of B’s gross income for 1975, 
1976. and 1977. In 1977, B received an ac¬ 
cumulation distribution of undistributed net 
income from trust U, of which $2,000 was 
deemed to have been distributed in 1975. and 
$3,000 in 1976. B’s gross Income for 1975, for 
purposes of using the short-cut method to 
determine the tax from the trust T accumu¬ 
lation distribution, will be deemed to In¬ 
clude the $2,000 deemed distributed in 1975 
by trust U, and his gross Income for 1976 will 
be deemed to include the $3,000 deemed 
distributed by trust U in 1976. 

§ 1.668(b)—3A Computation of the ben¬ 
eficiary’s income and lax for a prior 
taxable year. 

(a) Basis for computation. (1) The 
beneficiary's income and tax paid for 
any prior taxable year for which a 
recomputation is involved under either 
the exact method or the short-cut 
method shall be determined by refer¬ 
ence to tlie information required to be 
furnished by him under 8 1.668(b)- 
4A(a). The gross income, related deduc¬ 
tions, and taxes paid for a prior taxable 
year of the beneficiary as finally deter¬ 
mined shall be used for computation 
purposes. The term “as finally deter¬ 
mined” has reference to the final status 
of the gross income, deductions, credits, 
and taxes of the taxable year after the 
expiration of the period of limitations or 
after completion of any court action 
regarding the tax for the taxable year. 

(2) If any computations rely on the 
beneficiary's return for a prior taxable 
year for which the applicable period of 
limitations on assessment under section 
6501 has expired, and such return shows 
a mathematical error on its face which 
resulted in the wrong amount of tax be¬ 
ing paid for such year, the determination 
of both the tax for such year computed 
with the inclusion of the section 666 
amount in the beneficiary's gross in¬ 
come and the tax for such year computed 
without including such amounts in such 
gross income shall be based upon the re¬ 
turn after the correction of such mathe¬ 
matical errors, and the beneficiary shall 
be credited for the correct amount of tax 
that should have been properly paid. 
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(b) Effect of allocation of undistrib¬ 
uted net income on items based on 
amount of income and with respect to a 
net operating loss, a charitable contri¬ 
butions carryover, or a capital loss carry¬ 
over. (1) In computing the tax for any 
taxable year under either the exact 
method or the short-cut method, any 
item which depends upon the amount of 
gross income, adjusted gross income, or 
taxable income shall be recomputed to 
take into consideration the amount of 
undistributed net income allocated to 
such year. For example, if $1,000 of un¬ 
distributed net income is allocated to 
1970, adjusted gross income for 1970 is 
increased from $5,000 to $6,000. The al¬ 
lowable 50 percent charitable deduction 
under section 170(b)(1)(A) is then in¬ 
creased and the amount of the nonde¬ 
ductible medical expenses under section 
213 (3 percent of adjusted gross income) 
is also increased. 

(2) In computing the tax attribut¬ 
able to the undistributed net income 
deemed distributed to the beneficiary in 
any of his prior taxable years under 
either the exact method or the short-cut 
method, the effect of amounts of undis¬ 
tributed net income on a net operating 
loss carryback or carryover, a charitable 
contributions carryover, or a capital loss 
carryback or carryover, shall be taken 
into account. In determining the amount 
of tax attributable to such deemed dis¬ 
tribution, a computation shall also be 
made for any taxable year which is af¬ 
fected by a net operating loss carryback 
or carryover, by a charitable contribu¬ 
tions carryover, or by a capital loss car¬ 
ryback or carryover determined by refer¬ 
ence to the taxable year to which 
amounts are allocated under either 
method and which carryback or carry¬ 
over is reduced or increased by such 
amounts so allocated. The provisions of 
this subparagraph may be illustrated by 
the following example: 

Example. In 1978, a trust makes an accu¬ 
mulation distribution of undistributed net 
income to X of $50,000 that is deemed under 
section 666(a) to have been distributed in 
1972. X had income in 1972, 1973, and 1974, 
and had a net operating loss in 1975 that 
offset his taxable income (computed as pro¬ 
vided in S 1.172-5) for those years, as follows: 


Year 

Actual Income 
(or loss) 

Income after 
not operating 
loss carryback 
(mo.l.c.b.) 

1972. 

$10,000 

$0 

1978. 

50,000 

0 

1974. 

60,000 

10,000 

1975. 

(100,000) 

0 


As a result of the allocation of the 1978 
accumulation distribution to 1972, X’s in¬ 
come for 1972, 1973, 1974, and 1975. after 
taking into account the 1975 n.o.l.c.b., is 
deemed to be as follows: 

Income deemed to have been 


earned after consideration 
of n.o.l.c.b., and accumula - 
Year tion distribution 

1972 _ 0 ($10,000 4-$50,000 —$60,000 

n.o.l.c.b.). 

1973 . $10,000 ($50,000 —$40,000 

balance of n.o.l.c.b.), 

1974 _ $50,000. 

1975 . 0. 


Therefore, the tax on the 1978 accumula¬ 
tion distribution to X is the tax X would 
have paid in 1973 and 1974 had he had the 
above income in such years. 

(c) Averaging. A beneficiary who uses 
the exact method may recompute his tax 
for a prior taxable year by using income 
averaging for all of his actual income for 
that year, plus the amount deemed dis¬ 
tributed in that year under section 666, 
even though he may not have actually 
used section 1301 to determine his in¬ 
come tax for such taxable year. For pur¬ 
poses of such recomputation, the bene¬ 
ficiary's income for all other taxable 
years involved must include any amounts 
deemed distributed in such years from 
the current and all prior accumulation 
distributions. See § 1.668(b)-4A(c) (3) 
for additional information requirements. 
The beneficiary may not apply the pro¬ 
visions of this paragraph to a taxable 
year in which an amount is deemed to 
be income by reason of § 1.666(d)-lA(b). 
The accumulation distribution itself is 
not eligible for income averaging in the 
years in which it is paid, credited, or re¬ 
quired to be distributed. See section 1302 

(a) (2) (B) and the regulations there¬ 
under. 

§ 1.668(b)-4 A Inf or in a I ion require¬ 
ments with respect to beneficiary. 

(a) Information to be supplied by 
beneficiary —(1) In general. The bene¬ 
ficiary must supply the information re¬ 
quired by subparagraph (3) of this para¬ 
graph for any prior taxable year for 
which a recomputation is required un¬ 
der either the exact method or the short¬ 
cut method. Such information shall be 
filed with the beneficiary’s return for 
the year in which the tax under section 
668(a)(2) is imposed. 

(2) Failure to furnish. If the benefi¬ 
ciary fails to furnish the information re¬ 
quired by this paragraph for any prior 
year involved in the exact method, he 
may not use such method and the tax 
computed under paragraph (c) of 8 1.668 

(b) -lA (the short-cut method) shall be 
deemed to be the amount of partial tax 
imposed by section 668(a) (2). See, how¬ 
ever, paragraph (b) of this section for 
an exception to this rule where the short¬ 
cut method is not permitted. If he can¬ 
not furnish the information required for 
a prior year involved in the short-cut 
method, such year will be recomputed 
on the basis of the best information 
available. 

(3) Information required. The benefi¬ 
ciary shall file the following items with 
his income tax return for the taxable 
year in which the accumulation distri¬ 
bution is included in income: 

(i) A statement showing the gross in¬ 
come, adjustments, deductions, credits, 
taxes paid, and computations for each of 
his taxable years for which a computa¬ 
tion is required under the method by 
which he computes his partial tax im¬ 
posed by section 668(a) (2). Such state¬ 
ment shall include such amounts for the 
taxable year as adjusted by any events 
subsequent to such year, such as any ad¬ 
justment resulting from the determina¬ 
tion of a deficiency or an overpayment, 
or from a court action regarding the tax. 


(ii) A copy of the statement required 
by this subparagraph to be furnished by 
the beneficiary for any prior taxable 
year in which an accumulation distri¬ 
bution was received by him which was 
also deemed distributed in whole or in 
part in the prior taxable year for which 
the statement under subdivision (i) of 
this subparagraph is required. 

(hi) A copy of any statements fur¬ 
nished the beneficiary by the trustee 
(such as schedules E and J of Form 1041, 
etc.) with regard to the current taxable 
year or any prior taxable year for which 
a statement is furnished under subdivi¬ 
sion (i) of this subparagraph. 

(b) Exception. If by reason of § 1.668 
(b)-lA(e) the beneficiary may not com¬ 
pute the partial tax on the accumulation 
distribution under § 1.668(b)-lA(c) (the 
short-cut method), the provisions of sub- 
paragraph (2) of paragraph (a) of this 
section shall not apply. In such case, if 
the beneficiary fails to provide the infor¬ 
mation required by subparagraph (3) of 
paragraph (a) of this section for any 
prior taxable year, the district director 
shall, by utilizing whatever information 
is available to him (including informa¬ 
tion supplied by the beneficiary), deter¬ 
mine the beneficiary's income and related 
expenses for such prior taxable year. 

(c) Records to be supplied by the bene - 
flciary —(1) Year when return was filed. 
If the beneficiary filed an income tax 
return for a taxable year for which a re¬ 
computation is necessary, and the period 
of limitations on assessment under sec¬ 
tion 6501 for such year has expired as of 
the filing of the return for the year in 
which the accumulation distribution was 
made, then a copy of such return, plus 
proof of any changes of liability for such 
year due to the determination of a defi¬ 
ciency or an overpayment, court action, 
etc., shall, to the extent they verify the 
statements required under paragraph 
(a) of this section, serve as proof of such 
statements. If the period of limitations 
on assessment under section 6501 for a 
prior taxable year has not expired as of 
the filing of the beneficiary's return for 
the year in which the accumulation dis¬ 
tribution w T as received, then the records 
required by section 6001 to be retained by 
the beneficiary for such prior taxable 
year shall serve as the basis of proof of 
the statements required to be filed under 
paragraph (a) of this section. 

(2) Year for which no return was filed. 

If the beneficiary did not file a return 
for a taxable year for which a recompu¬ 
tation is necessary, he shall be deemed to 
have had in such year, in the absence of 
proof to the contrary, gross income in 
the amount equal to the maximum 
amount of gross income that he could 
have received without having had to file 
a return under section 6012 for such 
year. , T « 

(3) Distributions deemed averaged, in 
order for a beneficiary to use income 
averaging with respect to a prior taxable 
year (see 8 1.668<b)-3A(c)). he must 
furnish all the information that wouia 
support the computation under S ® ctl0 /J 
1301 as if the distribution were actually 
received and averaged in such prior tax- 
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able year, even if a portion of the infor¬ 
mation relates to years in which no 
amount was deemed distributed to the 

beneficiary. 

§ 1.669 (a) A Statutory provisions; ex¬ 
cess distributions by trusts; treatment 
of capital gain deemed distributed in 
preceding years; amount allocated. 

Sec. 669. Treatment of capital gain deemed 
distributed in preceding years —(a) Amount 
allocated. In the case of a trust which is not 
required to distribute all of its Income cur¬ 
rently, the amount of a capital gain distri¬ 
bution of such trust for a taxable year shall 
be deemed to be an amount properly paid, 
credited, or required to be distributed on 
the last day of each of the preceding taxable 
years, commencing with the earliest of such 
years, to the extent that such amount exceeds 
the total of any undistributed capital gain 
for all earlier preceding taxable years. The 
amount deemed to be distributed in any 
such preceding taxable year under the pre¬ 
ceding sentence shall not exceed the undis¬ 
tributed capital gain for such preceding 
taxable year. For purposes of this subsection, 
undistributed capital gain for each of such 
preceding taxable years shall be computed 
without regard to such capital gain distribu¬ 
tion and without regard to any capital gain 
distribution determined for any succeeding 
taxable year. 

(See. 669(a) as amended by sec. 331(a), Tax 
Reform Act 1969 (83 Stat. 692) ) 

§ 1.669(a)— 1A Amount allocated. 

(a) In general. After a trust has dis¬ 
tributed all of its undistributed net in¬ 
come, the rules concerning the treatment 
of capital gain distributions (prescribed 
under section 669) may become appli¬ 
cable to an accumulation distribution. 
This section prescribes rules to deter¬ 
mine from which years capital gain dis¬ 
tributions re considered to be made. For 
the definition of “capital gain distribu¬ 
tion,” see § 1.665(g)-lA. Section 669 does 
not apply to ^ trust that has distributed 
all of its income currently since its incep¬ 
tion. See § 1.668(a)-lA(c). Capital gain 
retains its character in the hands of the 
beneficiary. See § 1.669 (f)-l A. A capital 
gain distribution to more than one bene¬ 
ficiary will be allocated among them. See 
§ 1.668(a)-2A. 

(b) First-in, first-out rule. A capital 
gain distribution is allocated to the pre¬ 
ceding taxable years of the trust (as 
defined in § 1.665(e)-lA(a) (1) (iii) >, ac¬ 
cording to the undistributed capital gain 
of the trust for such years. For this pur¬ 
pose, a capital gain distribution is first 
allocated to the earliest such preceding 
taxable year in which there is undistrib¬ 
uted capital gain and shall then be al¬ 
located in turn, beginning with the next 
earliest, to any remaining preceding tax¬ 
able years of the trust. The portion of the 
capital gain distribution allocated to the 
earliest preceding taxable year is the 
amount of undistributed capital gain for 
that preceding taxable year. The portion 
of the capital gain distribution allocated 
to any preceding taxable year subsequent 
to the earliest such preceding taxable 
year is the excess of the capital gain dis¬ 
tribution over the aggregate of the undis- 
tributed capital gain for all earlier 
preceding taxable years. See paragraph 

C) of this section for adjustments to 
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undistributed capital gain for prior 
distributions. 

(c) Reduction of undistributed capi¬ 
tal gain for prior capital gain distribu¬ 
tions. For the purposes of allocating to 
any preceding taxable year a capital gain 
distribution of the taxable year, the un¬ 
distributed capital gain of such preced¬ 
ing taxable year is reduced by the 
amount from such year deemed dis¬ 
tributed in any capital gain distribution 
made in any taxable year intervening 
between such preceding taxable year and 
the taxable year. Accordingly, for ex¬ 
ample, if a trust subject to the capital 
gain throwback lias no undistributed net 
income but has undistributed capital 
gain for 1974, and makes capital gain 
distributions during the taxable years 
1978 and 1979, then in determining that 
part of the 1979 capital gain distribu¬ 
tion that is thrown back to 1974, the 
undistributed capital gain for 1974 is 
reduced by the amount of such undis¬ 
tributed capital gain for 1974 deemed 
distributed in the 1978 capital gain 
distribution. 

(d) Rule when no undistributed cap¬ 
ital gain . If, before the application of 
the provisions of subpart D to a capital 
gain distribution for the taxable year, 
there is no undistributed capital gain 
for a preceding taxable year, then no por¬ 
tion of the capital gain distribution is 
deemed distributed on the last day of 
such preceding taxable year. Thus, for 
example, if a capital gain distribution 
is made during the taxable year 1975 
from a trust whose earliest preceding 
taxable year is taxable year 1970. and 
the trust had no undistributed capital 
gain for 1970, then no portion of the 
1975 capital gain distribution is deemed 
distributed on the last day of 1970. 

(e) Example. The provisions of this 
section may be illustrated by the follow¬ 
ing example: 

Example. In 1977, a trust reporting on the 
calendar year basis makes a capital gain dis¬ 
tribution of $33,000. In 1969, the trust had 
$6,000 of undistributed capital gain; in 1970, 
$4,000; In 1971, none; in 1972. $7,000; in 1973. 
$5,000; in 1974, $8,000; in 1975. $6,000; in 
1976, $4,000; and $6,000 in 1977. The capital 
gain distribution is deemed distributed 
$6,000 in 1969, $4,000 in 1970, none in 1971, 
$7,000 in 1972, $5,000 in 1973, $8,000 in 1974, 
and $3,000 in 1975. 

§ 1.669(b) A Statutory provisions; ex¬ 
cess distributions by trusts; treatment 
of capital gain deemed distributed in 
preceding years; tax on distribution. 

Sec. 669. Treatment of capital gain deemed 
distributed in preceding years. * • • 

(b) Tax on distribution. The partial tax 
imposed by section 668(a)(3) shall be the 
lesser of—• 

(1) The aggregate of the taxes attributable 
to the amounts deemed distributed under 
this section, had such amounts been included 
In the gross income of the beneficiary on 
the last day of each respective preceding tax¬ 
able year, or 

(2) The tax determined by multiplying 
by the number of preceding taxable years 
of the trust, on the last day of which net 
gains from the sale or exchange of capital 
assets are deemed under subsection (a) to 
have been distributed, the average of the 
increase in tax attributable to recomputing 
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the beneficiary’s 3 taxable years immediately 
preceding the year of the capital gain distri¬ 
bution by adding to the Income of each of 
such years an amount determined by divid¬ 
ing the total of the amounts deemed dis¬ 
tributed under this section and required to 
be included in income under section 668(a) 
by such number of preceding taxable years 
of the trust, 

less an amount equal to the amount of taxes 
deemed distributed to the beneficiary under 
subsections (d) and (e) which are attribut¬ 
able to the capital gain distribution. 

[Sec. 669(b) as amended by sec. 331(a). Tax 
Reform Act 1969 (83 Stat. 592)) 

§ 1.669(h)-! A Tax on distribution. 

(a) In general. The partial tax im¬ 
posed on the beneficiary by section 668 
(a) '3) shall be the lesser of— 

(1) The tax computed under para¬ 
graph (b) of this section (the “exact’' 
method), or 

(2) The tax computed under para¬ 
graph (c) of this section (the “short¬ 
cut” method), 

except as provided in § 1.669(c)-3A (re¬ 
lating to failure to furnish proper infor¬ 
mation) and paragraph (d) of this 
section (relating to disallowance of 
short-cut method). For purposes of this 
paragraph, the method used in the re¬ 
turn shall be accepted as the method that 
produces the lesser tax. The beneficiary’s 
choice of the two methods is not de¬ 
pendent upon the method that he uses 
to compute his partial tax imposed by 
section 668(a) (2>. 

(b) Computation of partial tax by the 
exact method. The partial tax referred 
to in paragraph (a)(1) of this section 
is computed as follows: 

(1) First, compute the tax attribut¬ 
able to the section 669 amounts for each 
of the preceding taxable years. For pur¬ 
poses of this paragraph, the “section 669 
amounts'* for a preceding taxable year 
are the amounts deemed distributed un¬ 
der section 669(a) on the last day of 
such preceding taxable year, plus the 
amount of taxes deemed distributed on 
such day under section 669 (d) or (e). 
The tax attributable to such amounts in 
each prior taxable year of the beneficiary 
is the difference between the tax for 
such year computed with the inclusion of 
the section 669 amounts in the bene¬ 
ficiary's gross income and the tax for 
such year computed without including 
them in such gross income. Tax computa¬ 
tions for each such year shall reflect a 
taxpayer’s marital, dependency, exemp¬ 
tion, and filing status for such year. To 
the extent the undistributed capital gain 
of a trust deemed distributed in a capital 
gain distribution includes amounts re¬ 
ceived as a capital gain distribution from 
another trust, for purposes of this para¬ 
graph they shall be considered as 
amounts deemed distributed by the trust 
under section 669(a) on the last day of 
each of the preceding taxable years in 
which such amounts were accumulated 
by such other trust. For example, as¬ 
sume trust Z, a calendar year trust re¬ 
ceived in its taxable year 1975 a capital 
gain distribution from trust Y, a calendar 
year trust, that included undistributed 
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capital gain of trust Y for the taxable 
years 1972, 1973, and 1974. To the ex¬ 
tent a capital gain distribution made by 
trust Z in its taxable year 1976 includes 
such undistributed capital gain, it shall 
be considered a capital gain distribution 
by trust Z in the taxable year 1976 and 
under section 669(a) will be deemed dis¬ 
tributed on the last day of the preceding 
taxable years 1972, 1973, and 1974. 

(2) From the sum of the taxes for 
the prior taxable years attributable to 
the section 669(a) amounts (computed 
in accordance with subparagraph (1) of 
tills paragraph), subtract so much of the 
amount of taxes deemed distributed to 
the beneficiary under §§ 1.669(d)-lA 
and 1.669 (e)-lA as does not exceed such 
sum. The resulting amount, if any, is the 
partial tax on the beneficiary, computed 
under the exact method, for the tax¬ 
able year in which the capital gain dis¬ 
tribution is paid, credited, or required 
to be distributed to the beneficiary. 

(c) Computation of tax by the short - 
cut method. (1) The tax referred to in 
paragraph (a)(2) of this section is com¬ 
puted as follows: 

(i) First, determine the number of pre¬ 
ceding taxable years of the trust on the 
last day of which an amount is deemed 
under section 669(a) to have been 
distributed. For purposes of the preced¬ 
ing sentence, the preceding taxable years 
of a trust that has received a capital gain 
distribution from another trust shall in¬ 
clude the taxable years of such other 
trust in which an amount was deemed 
distributed in such capital gain distri¬ 
bution. For example, assume trust Z, a 
calendar year trust, received in its tax¬ 
able year 1975 a capital gain distribu¬ 
tion from trust Y, a calendar year trust, 
that included undistributed capital gain 
of trust Y for the taxable years 1972, 
1973, and 1974. To the extent a capital 
gain distribution made by trust Z in its 
taxable year 1976 includes such undis¬ 
tributed capital gain, it shall be consid¬ 
ered a capital gain distribution by trust 
Z in the taxable year 1976 and under 
section 669(a) will be deemed distributed 
on the last day of the preceding taxable 
years 1972, 1973, and 1974. For purposes 
of this subparagraph, such number of 
preceding taxable years of the trust shall 
not include any preceding taxable year 
of the trust in which the undistributed 
capital gain deemed distributed is less 
than 25 percent of (a) the total amounts 
deemed under section 669(a) to be undis¬ 
tributed capital gain from preceding 
taxable years, divided by (b) the number 
of such preceding taxable years of the 
trust on the last day of which an amount 
is deemed under section 669(a) to have 
been distributed without application of 
tills sentence. For example, assume that 
a capital gain distribution of $90,000 
made to a beneficiary in 1979 is deemed 
distributed in the amounts of $29,000 in 
each of the years 1972, 1973, and 1974, 
and $3,000 in 1975. The number of pre¬ 
ceding taxable years on the last day of 
which an amount was deemed distributed 
without reference to the second sentence 
of this subparagraph is 4. However, the 
distribution deemed made in 1975 


($3,000) is less than $5,625, which is 25 
percent of (a) the total undistributed 
capital gain deemed distributed under 
section 669(a) (90.000) divided by (b) 
the number of such preceding taxable 
years (4). or $22,500. Therefore, for pur¬ 
poses of this subparagraph, the capital 
gain distribution is deemed distributed 
in only 3 preceding taxable years (1972, 
1973. and 1974). 

(ii) Second, divide the amount (rep¬ 
resenting the capital gain distribution 
and taxes deemed distributed) required 
under section 668(a) to be included in 
the income of the beneficiary for the 
taxable year by the number of preceding 
taxable years of the trust on the last 
day of which an amount is deemed under 
section 669 • a) to have been distributed 
(determined as provided in subdivision 
(i) of this paragraph). The amount de¬ 
termined under this subdivision, includ¬ 
ing taxes deemed distributed, consists 
of the same proportion of long-term and 
short-term capital gain as the total of 
each type of capital gain deemed distrib¬ 
uted in the capital gain distribution bears 
to the total undistributed capital gain 
from such preceding taxable years 
deemed distributed in the capital gain 
distribution. For example, assume that 
an amount of $50,000 is deemed distrib¬ 
uted under section 669(a) from undis¬ 
tributed capital gain of 5 preceding tax¬ 
able years of the trust, and consists of 
$30,000 of long-term capital gain and 
$20,000 of short-term capital gain. Taxes 
attributable to such amounts in the 
amount of $10,000 are also deemed dis¬ 
tributed. The amount determined under 
this subdivision, $12,000 ($50,000 income 
plus $10,000 tax, divided by 5 years), is 
deemed to consist of $7,200 of long-term 
capital gain and $4,800 in short-term 
capital gain. 

(iii) Third, compute the tax of the 
beneficiary for each of the 3 taxable 
years immediately preceding the year in 
which the capital gain distribution is 
paid, credited, or required to be distrib¬ 
uted to him, 

(a) With the inclusion in gross in¬ 
come of the beneficiary for each of such 
3 years of the amount determined under 
subdivision (ii) of this subparagraph, 
and 

(b) Without such inclusion. 

The difference between the amount of 
tax computed under (a) of this subdivi¬ 
sion for each year and the amomit com¬ 
puted under ( b ) of this subdivision for 
that year is the additional tax resulting 
from the inclusion in gross income for 
that year of the amount determined un¬ 
der subdivision (ii) of this subparagraph. 

(iv) Fourth, add the additional taxes 
resulting from the application of subdivi¬ 
sion (iii) of this subparagraph and then 
divide this amount by 3. 

(v) Fifth, the resulting amount is then 
multiplied by the number of preceding 
taxable years of the trust on the last 
day of which an amount is deemed under 
section 669(a) to have been distributed 
(previously determined under subdivi¬ 
sion (i) of this subparagraph). 

(vi) The resulting amount, less so 
much of the amount of taxes deemed 


distributed to the beneficiary under 
§5 1.669(d)-1A and 1.669(e)-lA as does 
not exceed such resulting amount, is the 
tax under the short-cut method provided 
in section 669(b)(1)(B). 

(2) See 5 1.668(b)-lA(c) for examples 
of the short-cut method in the context 
of an accumulation distribution. 

(d) Disallowance of short-cut method. 
If, in any prior taxable year of the bene¬ 
ficiary' in which any part of the capital 
gain distribution is deemed to have been 
distributed under section 669(a) to such 
beneficiary, any part of prior capital gain 
distributions by each of two or more 
other trusts is deemed under section 669 
(a) to have been distributed to such 
beneficiary, then the short-cut method 
under paragraph (c) of this section may 
not be used and the partial tax imposed 
by section 668(a) (3) shall be computed 
only under the exact method under para¬ 
graph (b) of this section. For example, 
assume that, in 1978, trust X makes a 
capital gain distribution to A, who is on 
the calendar year basis, and part of the 
distribution is deemed under section 
669(a) to have been distributed on 
March 31, 1974. In 1977, A had received a 
capital gain distribution from both trust 
Y and trust Z. Part of the capital gain 
distribution from trust Y was deemed 
under section 669(a) to have been dis¬ 
tributed to A on June 30, 1974, and part 
of the capital gain distribution from 
trust Z was deemed under section 669(a) 
to have been distributed to A on Decem¬ 
ber 31. 1974. Because there were portions 
of capital gain distributions from two 
other trusts deemed distributed within 
the same prior taxable year of A (1974), 
the 1978 capital gain distribution from 
trust X may not be computed under the 
short-cut method provided in paragraph 

(c) of this section. Therefore the exact 
method under paragraph (b) of this sec¬ 
tion must be used to compute the tax 
imposed by section 668(a) (3). 

§ 1.669(c) A Slatulory provisions; ex- 
cess distributions by trusts; treatment 
of capital gain deemed distributed in 
preceding years; effect of other dis¬ 
tributions; special rules, etc. 

Sec. 669. Treatment of capital gain deemed 
distributed in preceding years. • ♦ • 

(c) Effect of other distributions; special 
rules, etc. In compxitlng the partial tax under 
subsection (b) for any beneficiary, the in¬ 
come of such beneficiary for each of his prior 
taxable years— 

(1) ShaU include amounts previously 
deemed distributed to such beneficiary in 
such year under section 666 or 669 as a result 
of prior accumulation distributions or capital 
gain distributions (whether from the same 
or another trust), and 

(2) Shall include amounts deemed dis¬ 
tributed to such beneficiary in such year 
under section 666 as a result of an accumula¬ 
tion distribution from the same trust in the 
current year. 

Under regulations prescribed by the Secre¬ 
tary or his delegate, rules similar to the rules 
provided by paragraphs (2). (4), and (5) oi 
section 668(b) shall be applied for purposes 
of this section. 

|Sec. 669(c) as added by sec. 331(a), Tax 
Reform Act 1969 ( 83 Stat. 592)1 
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§ 1.669(c)—1A Special rules applicable 
!o section 669, 

(a) Effect of other distributions. The 
income of the beneficiary, for any of 
his prior taxable years for which a tax 
is being recomputed under § 1.669(b)-1A, 
shall include any amounts of prior ac¬ 
cumulation distributions (including prior 
capital gain distributions) deemed dis¬ 
tributed under sections 666 and 669 in 
such prior taxable year. For purposes of 
the preceding sentence, a “prior accumu¬ 
lation distribution” is a distribution from 
the same or another trust which was 
paid, credited, or required to be distribu¬ 
ted in a prior taxable year of the bene¬ 
ficiary. The term “prior accumulation 
distribution” also includes accumulation 
distributions of the same or other trusts 
which were distributed to the beneficiary 
in the same taxable year. The term 
"prior capital gain distribution” also in¬ 
cludes capital gain distributions of other 
trusts which were paid, credited, or re¬ 
quired to be distributed to the benefici¬ 
ary in the same taxable year and which 
the beneficiary has determined under 
paragraph (b) of this section to treat as 
having been distributed before the capi¬ 
tal gain distribution for which tax is 
being computed under § 1.669(b)-1 A. 

(b) Multiple distributions in the same 
taxable year. For purposes of paragraph 

(a) of this section, capital gain distribu¬ 
tions made from more than one trust 
in the same taxable year of the bene¬ 
ficiary, regardless of when in the tax¬ 
able year they were actually made, shall 
be treated as having been made consecu¬ 
tively, in whichever order the benefici¬ 
ary may determine. However, the bene¬ 
ficiary must treat them as having been 
made in the same order for the purpose 
of computing the partial tax on the sev¬ 
eral capital gain distributions. The bene¬ 
ficiary shall indicate the order he has 
determined to deem the capital gain 
distributions to have been received by 
him on his return for the taxable year. 
A failure by him so to indicate, however, 
shall not affect his right to make such 
determination. The purpose of this rule 
is to assure that the tax resulting from 
the later (as so deemed under this para¬ 
graph) distribution is computed with the 
inclusion of the earlier distribution in 
the taxable base and that the tax re¬ 
sulting from the earlier (as so deemed 
under this paragraph) distribution is 
computed with the later distribution ex¬ 
cluded from the taxable base. 

(c) Rule when beneficiary not in ex¬ 
istence on the last day of a taxable year. 
If a beneficiary was not in existence on 
the last day of a preceding taxable year 
of the trust with respect to which a dis¬ 
tribution is deemed made under section 
669(a), it shall be assumed, for purposes 
of the computations under paragraphs 

(b) and (c) of § 1.669(b)-lA, that the 
beneficiary— 

(1) Was in existence on such last day, 

(2) Was a calendar year taxpayer, 

(3) Had no gross income other than 
the amounts deemed distributed to him 
from such trust in his calendar year in 
which such last day occurred and from 
*11 other trusts from which amounts are 
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deemed to have been distributed to him 
in such calendar year, 

(4) If an individual, was unmarried 
and had no dependents, 

(5) Had no deductions other than the 
standard deduction, if applicable, under 
section 141 for such calendar year, and 

(6) Was entitled to the personal 
exemption under section 151 or 642(b). 

For example, assume that part of a 
capital gain distribution made in 1980 
is deemed under section 669(a) to have 
been distributed to the beneficiary. A, in 
1973. $10,000 of a prior accumulation 
distribution was deemed distributed in 
1973. A was born on October 9, 1975. It 
will be assumed for purposes of § 1.669 
(b)-lA that A was alive in 1973, was on 
the calendar year basis, had no income 
other than (i) the $10,000 from the ac¬ 
cumulation distribution deemed distrib¬ 
uted in 1973 and (ii) the part of the 
1980 distribution deemed distributed in 

1973, and had no deductions other than 
the personal exemption provided in sec¬ 
tion 151. If A were a trust or estate 
created after 1973, the same assumptions 
would apply, except that the trust or 
estate would not be entitled to the stand¬ 
ard deduction and would receive the 
personal exemption provided under sec¬ 
tion 642(b) in the same manner as al¬ 
lowed under such section for A's first 
actual taxable year. 

(d) Examples . The provisions of para¬ 
graphs (a) and (b) of this section may 
be illustrated by the following examples: 

Example ( 1 ). In 1978, trust X made a 
capital gain distribution to A, a calendar 
year taxpayer, of which $3,000 w’as deemed 
to have been distributed in 1974. In 1980, 
trust X makes another capital gain distribu¬ 
tion to A, $10,000 of which is deemed under 
section 669(a) to have been distributed in 

1974. Also in 1980, trust Y makes a capital 
gain distribution to A. of which $5,000 is 
deemed under section 669(a) to have been 
distributed in 1974. A determines to treat 
the 1980 distribution from trust Y as having 
been made prior to the 1980 distribution from 
trust X. In computing the tax on the 1980 
Trust Y distribution, A’s gross income for 
1974 includes (1) the $3,000 deemed distrib¬ 
uted from the 1978 distribution, and (ii) 
the $5,000 deemed distributed in 1974 from 
the 1980 Trust Y capital gain distribution. 
To compute A's tax under the exact method 
for 1974 on the $10,000 from the 1980 trust 
X capital gain distribution deemed distrib¬ 
uted in 1974. A's gross Income for 1974 in¬ 
cludes (1) the $10,000, (il) the $3,000 
previously deemed distributed in 1974 from 
the 1978 trust X capital gain distribution, 
and (ill) the $5,000 deemed distributed in 
1974 from the 1980 trust Y capital gain 
distribution. 

Example (2). In 1978, trust T makes a capi¬ 
tal gain distribution to B. a calendar year 
taxpayer. Determination of the tax on the 
distribution under the short-cut method re¬ 
quires the use of B’s gross Income for 1975, 
1976, and 1977. In 1977, B received an ac¬ 
cumulation distribution from trust U, of 
which $2,000 was deemed to have been dis¬ 
tributed in 1975, and $3,000 in 1976. B’s 
gross income for 1975, for purposes of using 
the short-cut method to determine the tax 
from the trust T capital gain distribution, 
will be deemed to Include the $2,000 deemed 
distributed In 1975 by trust U, and his gross 
income for 1976 will be deemed to include 
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the $3,000 deemed distributed by trust U 
In 1976. 

§ 1.669(c)—2A Computation of the bene¬ 
ficiary’s income and tax for n prior 
taxable year. 

(a) Basis for computation. (1) The 
beneficiary’s income and tax paid for any 
prior taxable year for which a recompu¬ 
tation is involved under either the exact 
method or the short-cut method shall 
be determined by reference to the in¬ 
formation required to be furnished by 
him under § 1.669(c)-3A(a). The gross 
income, related deductions, and taxes 
paid for a prior taxable year of the 
beneficiary as finally determined shall be 
used for recomputation purposes. The 
term “as finally determined” shall have 
the same meaning for purposes of this 
section as in § 1.668<b)-3A(a). 

(2) If any computations rely on the 
beneficiary’s return for a prior taxable 
year for which the applicable period of 
limitations on assessment under section 
6501 has expired, and such return shows 
a mathematical error on its face w T hich 
resulted in the wrong amount of tax 
being paid for such year, the determina¬ 
tion of both the tax for such year com¬ 
puted with the inclusion of the section 
669 amounts in the beneficiary’s gross 
income, and the tax for such year com¬ 
puted without including such amounts 
in such gross income, shall be based upon 
the return after the correction of such 
mathematical errors. 

(b) Effect of allocation of undistrib¬ 
uted capital gain on items based on 
amount of income and with respect to a 
net operating loss , a charitable contribu¬ 
tions carryover , or a capital loss carry¬ 
over. (1) In computing the tax for any 
taxable year under either the exact 
method or the short-cut method, any 
item which depends upon the amount of 
gross income, adjusted gross income, or 
taxable income shall be recomputed to 
take into consideration the amount of 
undistributed capital gain allocated to 
such year. For example, if $2,000 of un¬ 
distributed long-term capital gain is al¬ 
located to 1970, adjusted gross income for 
1970 is increased from $5,000 to $6,000. 
The allowable 50 percent charitable de¬ 
duction under section 170(b)(1)(A) is 
then increased and the amount of the 
nondeductible medical expenses under 
section 213 (3 percent of adjusted gross 
income) is also increased. 

(2) In computing the tax attributable 
to the undistributed capital gain deemed 
distributed to the beneficiary in any of 
his prior taxable years under either the 
exact method or the short-cut method, 
the effect of amounts of undistributed 
capital gain on a net operating loss car¬ 
ryback or carryover, a charitable con¬ 
tributions carryover, or a capital loss 
carryback or carryover, shall be taken 
into account. In determining the amount 
of tax attributable to such deemed distri¬ 
bution, a computation shall also be made 
for any taxable year w f hich is affected 
by a net operating loss carryback or car¬ 
ryover, by a charitable contributions 
carryover, or by a capital loss carryback 
or carryover determined by reference 
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to the taxable year to which amounts are 
allocated under either method and which 
carryback or carryover is reduced or in¬ 
creased by such amounts so allocated. 

§ 1.669(c)—3A Information require¬ 
ments with respect to beneficiary. 

<a> Information to be supplied by 
beneficiary —(1) Use of exact method . 
The beneficiary must supply the infor¬ 
mation required by subparagraph (3) 
of § 1.668'b)-4A(a) for any prior tax¬ 
able year for which a recomputation is 
required under either the exact method 
or the short-cut method. Such informa¬ 
tion shall be filed with the beneficiary’s 
return for the year in which the tax 
under section 668(a) (3) is imposed. 

(2) Failure to furnish. If the benefi¬ 
ciary fails to furnish the information 
required by this paragraph for any prior 
year involved in the exact method, he 
may not use such method and the tax 
computed under paragraph (c) of § 1.- 
669(b)-1A (the short-cut method) shall 
be deemed to be the amount of partial 
tax imposed by section 668(a)(3). See. 
however, paragraph (b) of this section 
for an exception to this rule where the 
short-cut method is not permitted. If he 
cannot furnish the information required 
for a prior year involved in the short¬ 
cut method, such year will be recomputed 
on the basis of the best information 
available. 

(b) Exception. If, by reason of § 1.669 
(b)-lA(e), the beneficiary may not com¬ 
pute the partial tax on the capital gain 
distribution under § 1.669(b)-lA(c) (the 
short-cut method), the provisions of sub- 
paragraph (2) of paragraph (a) of this 
section shall not apply. In such case, if 
the beneficiary fails to provide the in¬ 
formation required by § 1.668(b>-4A(a) 
(3) for any prior taxable year, the district 
director shall, by utilizing whatever in¬ 
formation is available to him (including 
information supplied by the beneficiary), 
determine the beneficiary’s income and 
related expenses for such prior taxable 
year. 

§ 1.669(d) A Statutory provision*; ex- 
ce**. distribution*- by trusts: treatment 
of capital gain deemed distributed in 
preceding years; total taxes deemed 
distributed. 

Sec. 669. Treatment of capital gain deemed 
distributed in preceding years. • • • 

(d) Total taxes deemed distributed. If any 
portion of a capital gain distribution for any 
taxable year Is deemed under subsection (a) 
to be an amount properly paid, credited or 
required to be distributed on the last day 
of any preceding taxable year, and such por¬ 
tion of such capital distribution Is not less 
than the undistributed capital gain for such 
preceding taxable year, the trust shall be 
deemed to have properly distributed on the 
last day of such preceding taxable year an 
additional amount. Such additional amount 
shall be equal to the taxes Imposed on the 
trust for such preceding taxable year at¬ 
tributable to such undistributed capital 
gain. For purposes of this subsection, the 
undistributed capital gain and the taxes im¬ 
posed on the trust for such preceding taxable 
year attributable to such gain shall be com¬ 
puted without regard to any capital gain dis¬ 
tribution and without regard to any capital 


gain distribution determined for any suc¬ 
ceeding taxable year. 

[Sec. 669(d) as added by sec. 331 (a). Tax Re¬ 
form Act 1969 (83 Stat. 592) 1 

§ 1.669(d)—1A Total taxes deemed dis¬ 
tributed. 

<a> If a capital gain distribution is 
deemed under § 1.669 (a)-1A to be dis¬ 
tributed on the last day of a preceding 
taxable year and the amount is not less 
than the undistributed capital gain for 
such preceding taxable year, then an 
additional amount equal to the “taxes 
imposed on the trust attributable to the 
undistributed capital gain” (as defined 
in § 1.665<d>-lA<c)) for such preceding 
taxable year is also deemed to have been 
properly distributed. For example, as¬ 
sume a trust has no distributable net in¬ 
come and has undistributed capital gain 
of $18,010 for the taxable year 1974. The 
taxes imposed on the trust attributable to 
the undistributed capital gain are 
$2,190. During the taxable year 1977, a 
capital gain distribution of $18,010 is 
made to the beneficiary which is deemed 
under § 1.669<a)-lA to have been dis¬ 
tributed on the last day of 1974. The 1977 
capital gain distribution is not less than 
the 1974 undistributed capital gain. Ac¬ 
cordingly, taxes of $2,190 imposed on the 
trust attributable to the undistributed 
capital gain for 1974 are also deemed to 
have been distributed on the last day of 
1974. Thus, a total of $20,200 will be 
deemed to have been distributed on the 
last day of 1974 

(b) For the purpose of paragraph (a) 
of this section, the undistributed capital 
gain of any preceding taxable year and 
the taxes imposed on the trust for such 
preceding taxable year attributable to 
such undistributed capital gain are com¬ 
puted after taking into account any capi¬ 
tal gain distributions of taxable years 
intervening between such preceding tax¬ 
able year and the taxable year. See 
paragraph <c) of § 1.669(a)-1 A. 

§ 1.669(e) A Statutory provisions; ex- 
ee*s distribution* by trusts; treatment 
of capital gain deemed distributed in 
preceding years; pro rata portion of 
taxes deemed distributed. 

Sec. 669. Treatment of capital gain deemed 
distributed in preceding years. • • • 

(e) Pro rata portion of taxes deemed dis¬ 
tributed. If any portion of a capital gain 
distribution for any taxable year is deemed 
under subsection (a) to be an amount prop¬ 
erly paid, credited, or required to be distrib¬ 
uted on the last day of any preceding taxable 
year and such portion of the capital gain 
distribution is less than the undistributed 
capital gain for such preceding taxable year, 
the trust shall be deemed to have properly 
distributed on the last day of such preceding 
taxable year an additional amount. Such ad¬ 
ditional amount shall be equal to the taxes 
imposed on the trust for such taxable year 
attributable to such undistributed capital 
gain multiplied by the ratio of the portion 
of the capital gain distribution to the un¬ 
distributed capital gain of the trust for such 
year. For purposes of this subsection, the 
undistributed capital gain and the taxes im¬ 
posed on the trust for such preceding tax¬ 
able year attributable to such gain shall 
be computed without regard to the capital 
gain distribution and without regard to any 


capital gain distribution determined for any 
succeeding taxable year. 

[Sec. 669(e) as added by sec. 331(a), Tax 
Reform Act 1969 (83 Stat. 592) | 

§ 1.669(c)—1A Prorata portion of taxes 
deemed distributed. 

(a) If a capital gain distribution is 
deemed under § 1.669(a)-1A to be dis¬ 
tributed on the last day of a preceding 
taxable year and the amount is less 
than the undistributed capital gain for 
such preceding taxable year, then an 
additional amount is also deemed to have 
been properly distributed. The addition¬ 
al amount is equal to the “taxes imposed 
on the trust attributable to the undis¬ 
tributed capital gain” (as defined in 
§ 1.665(d)-lA(c)) for such preceding 
taxable year, multiplied by a fraction, 
the numerator of which is the amount 
of the capital gain distribution allocated 
to such preceding taxable year and the 
denominator of which is the undistrib¬ 
uted capital gain for such preceding tax¬ 
able year. See paragraph (b) of example 
(1) and paragraphs (c) and (f) of ex¬ 
ample (2) in § 1.669(e)-2A for illustra¬ 
tions of tliis paragraph. 

(b) For the purpose of paragraph (a) 
of tliis section, the undistributed capital 
gain of any preceding taxable year and 
the taxes imposed on the trust for such 
preceding taxable year attributable to 
such undistributed capital gain are com¬ 
puted after taking into account any capi¬ 
tal gain distributions of any taxable years 
intervening between such preceding tax¬ 
able year and the taxable year. See para¬ 
graph (c) of § 1.669(a)-1 A, paragraph 
(c) of example (1) and paragraphs (e) 
and (h) of example (2) in § 1.669(e)-2A. 

§ 1.669(c)—2A Illustration of the pro¬ 
visions of section 669. 

The application of the provisions of 
§§ 1.669(a)-lA, 1.669(d)-lA, and 1.669 
(e)-lA may be illustrated by the follow¬ 
ing examples: 

Example (/). (a) A trust created on Janu¬ 
ary 1, 1974, makes capital gain distributions 
as follows: 

1979 ..... $14,000 

1980 __ 60, 000 

The trust had accumulated income in 1974. 

For 1974 through 1978, the undistributed 
portion of capital gain, taxes Imposed on the 
trust attributable to the undistributed capi¬ 
tal gain, and undistributed capital gain are 
as follows: 


Year 

Undistributed 
portion of 
capital gain 

Tuxes imposed 
on the trust 
nttributablo 
to the undis¬ 
tributed 
capital gain 

Undis- 
trftnto - 
capital 
galu 

1074. 

me. 

1976. 

1977-.. 

1978. 

$24.200 
82,200 
12.200 
None 
10, 200 

$2,830 

4,330 

1.130 

None 

010 

$21,870 
27.870 
11.070 
Non* 
9,200 


(b) Since the entire amount of the capital 
gain distribution for 1979 ($14,000). deter¬ 
mined without regard to the capital gain 
distribution for 1980, Is less than the undis¬ 
tributed capital gain for 1974 ($21,370). an 
additional amount of $1,854 (14,000/21.370 X 
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$2,830) is deemed distributed under section 

6.69(e). 

(c) In allocating the capital gain distribu¬ 
tion for 1980, the amount of undistributed 
capital gain for 1974 will reflect the capital 
gain distribution for 1979. The undistributed 
capital gain for 1974 will then be $7,370 and 
the taxes imposed on the trust for 1974 will 
be $976. determined as follows: 


Undistributed capital gain as of the 

close of 1974—.$21,370 

Less: Capital gain distribution 
(1979) .. 14,000 


Balance (undistributed capi¬ 
tal gain as of the close of 
1979) -- 7.370 

Taxes imposed on the trust attrib¬ 
utable to the undistributed capital 
gain as of the close of 1979 (7,370/ 
21,370X2,830)- 970 


(d) The capital gain distribution of $60,000 
for 1980 is deemed to have been made on the 
last day of the preceding taxable years of the 
trust to the extent of $55,600, the total of 
the undistributed capital gain for such years, 
as shown in the tabulation below. In addi¬ 
tion, $7,346, the total taxes imposed on the 
trust attributable to the undistributed capi¬ 
tal gain for such years Is also deemed to have 
been distributed on the last day of such 
years, as shown below: 


Year 

Undistributed 
capital gain 

Taxes imposed 
on tlic trust 
attributable 
to til© 
undistributed 
capital gala 

1974. 


$7,370 

$976 

1875... 

_ _ , _ 

27,870 

4,330 

1976__ 


11.070 

1,130 

1977. 


Non© 

None 

1978. 


0.290 

910 

1979.. 

— 

None 

None 

Total_ 


56,600 

7,316 


Example (2). (a) Under the terms of a 
trust Instrument, the trustee has discretion 
to accumulate or distribute the income to X 
and to invade corpus for the benefit of X. 
The trust is subject to capital gain throw¬ 
back. Both X and the trust report on the 
calendar year basis. All of the Income for 
1974 was distributed and the capital gain was 
accumulated. The capital gain of the trust 
for the taxable year 1974 is $40,200 and the 
Income taxes paid by the trust for 1974 
attributable to the undistributed capital 
gain are $6,070. All of the Income and capital 
gains for 1975 and 1976 were distributed and 
in addition the trustee made capital gain 
distributions within the meaning of section 
665 (g) of $8,000 for each year. 

(b) The undistributed capital gain of the 
trust determined under section 665(f) as 
of the close of 1974 is $34,130, computed as 

follows: 


Capital gain_$40,200 

Less: Taxes Imposed on the 
trust attributable to the 
undistributed capital gain.. 6, 070 


Undistributed capital gain as 
of the close of 1974_ 34,130 


(c) The capital gain distribution of $8,000 
made during the taxable year 1975 is deemed 
under section 669(a) to have been made on 
December 31, 1974. Since this capital gain 
distribution Is less than the 1974 undistrib¬ 
uted capital gain of $34,130, a portion of 
tne taxes imposed on the trust for 1974 is 
also deemed under section 669(e) to have 
been distributed on December 31, 1974. The 
total amount deemed to have been distrib¬ 


uted to X on December 31, 1974. is $9,486, 


computed as follows: 

Capital gain distribution_$8,000 

Taxes deemed distributed (8,000/ 

34,130 X $6,070. 1.423 

Total .. 9,423 


(d) After the application of the provisions 
of subpart D to the capital gain distribution 
of 1975, the undistributed capital gain of the 
trust for 1974 is $26,130, computed as 
follows: 

Undistributed capital gain as of the 

close of 1974..$34,130 

Less: 1975 capital gain distri¬ 
bution deemed distributed 
on December 31, 1974 (para¬ 
graph (c) of this example) . 8,000 


Undistributed capital gain for 

1974 as of the close of 1975- 26.130 

(e) The taxes Imposed on the trust attrib¬ 
utable to the undistributed capital gain for 
the taxable year 1974, as adjusted to give 
effective to the 1975 capital gain distribution, 
amount to $4,647, computed as follows: 


Taxes imposed on the trust attribut¬ 
able to undistributed capital gain 

as of the close of 1974-$6, 070 

Less: Taxes deemed distrib¬ 
uted in 1974. 1.423 


Taxes attributable to the un¬ 
distributed capital gain de¬ 
termined as of the close of 
1975 . 4,647 


(f) The capital gain distribution of $8,000 
made during the taxable year 1976 is. under 
section 669(a). deemed an amount properly 
distributed to X on December 31, 1974. Since 
the capital gain distribution is less than the 
1974 adjusted undistributed capital gain of 
$26,130, the trust is deemed under section 
669(e) also to have distributed on Decem¬ 
ber 31, 1974, a portion of the taxes imposed 
on the trust for 1974. The total amount 
deemed to be distributed on December 31, 
1974, with respect to the capital gain distri¬ 
bution made in 1976. is $9,423, computed as 
follows: 


Capital gain distribution-$8.000 

Taxes deemed distributed (8,000/ 

26,130X $4,647) __ 1,423 


Total . 9,423 


(g) After the application of the provisions 
of subpart D to the capital gain distribution 
of 1976, the undistributed capital gain of the 
trust for 1974 is $18,130, computed as 
follows: 

Undistributed capital gain for 1974 

as of the close of 1975-$26,130 

Less: 

1976 capital gain distribution 
deemed distributed on Decem¬ 
ber 31, 1974 (paragraph (f) of 


this example)- 8,000 

Undistributed capital gain for 
1974 as of the close of 1976. 18,130 


(h) The taxes imposed on the trust attrib¬ 
utable to the undistributed capital gain of 
the trust for the taxable year 1974, deter¬ 
mined as of the close of the taxable year 
1976, amount to $3,224 ($4,647 less $1,423). 

§ 1.669(f)A Statutory provisions; excess 
distributions by trusts; treatment of 
capital gain deemed distributed in 
preceding years; character of capital 
gain. 

Sec. 669. Treatment of capital gain 
deemed distributed in preceding years. • • • 


(f) Character of capital gain. For pur¬ 
poses of this section, the character of the 
capital gain of a trust for any taxable year 
with respect to a beneficiary shall be the same 
as it was with respect to the trust. 

[Sec. 669(f) as added by sec. 331(a), Tax 
Reform Act 1969 (83 Stat. 592) J 

§ 1.669(f)—1A Character of capital 
gain. 

Amounts distributed as a capital gain 
distribution and the taxes attributable 
thereto (determined under § 1.665(d)- 
lA(c)) retain the character that the 
gain had with respect to the trust. Thus, 
a capital gain that was taxed to the trust 
as a “long-term" capital gain and the pro 
rata amount of taxes attributable to such 
long-term gain shall be treated to the 
beneficiary as a “long-term" capital gain 
when they are deemed distributed as part 
of a capital gain distribution. If a trust 
has different types of capital gain for 
the same taxable year, and all of the capi¬ 
tal gains are not deemed distributed 
for such year under section 669(a), 
the amount deemed distributed from such 
year (including taxes deemed distrib¬ 
uted) shall be treated as consisting of the 
different types of gains in the ratio that 
the total of each such type of gains of 
the trust bears to the total of all such 
gains for the taxable year. For example, 
assume that in 1975 a trust had net long¬ 
term capital gains of $4,000 and net 
short-term capital gains of $2,000. Taxes 
attributable to such undistributed capital 
gain were $700. Therefore, undistributed 
capital gain for 1975 is $5,300. In 1980, 
the trust distributes $2,650 that is deemed 
to be undistributed capital gain from 
1975. Such distribution is deemed to con¬ 
sist of long-term gain of $1,766.67 and 
short-term gain of $883.33. The taxes 
deemed distributed of $350 consist of 
long-term gain of $233.33 and short-term 
gain of $116.67. 

§ 1.669 (f)-2A Exception for capital 
gain distributions from certain trusts. 

(a) General rule . If a capital gain dis¬ 
tribution is paid, credited, or required to 
be distributed before January 1, 1973, 
from a trust that was in existence on 
December 31, 1969, section 669 shall not 
apply and no tax shall be imposed on 
such capital gain distribution under sec¬ 
tion 668(a)(3). If capital gain distribu¬ 
tions from more than one such trust are 
paid, credited, or required to be distrib¬ 
uted to a beneficiary before January 1. 
1973, the exception under the preceding 
sentence shall apply only to the capital 
gain distributions from one of the trusts. 
The beneficiary shall indicate on his in¬ 
come tax return for the taxable year in 
which the distribution would otherwise 
be included in income under section 668 

(a) the trust to which the exception pro¬ 
vided by this section shall apply. 

(b) Special rule for section 2056(b) 
(5) trust. A capital gain distribution paid, 
credited, or required to be distributed by 
a trust that qualifies under section 2056 

(b) (5) of the Code (commonly known as 
a “marital deduction trust") to a surviv¬ 
ing spouse shall, in general, not be taxed 
under section 668(a)(3) since such a 
trust is required to distribute all of its 
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income annually or more often. See sec¬ 
tion 2056(b) (5) and the regulations 
thereunder. 

(c) Effect of exception. If this section 
applies to a capital gain distribution from 
a trust, such distribution shall reduce the 
undistributed capital gain of the trust. 
Since section 669 does not apply to such 
capital gain distribution, no amount of 
taxes paid by the trust attributable to 
such capital gain distribution are deemed 
distributed under section 669 (d) and 
(e). 

Par. 6. Section 1.641 (a)-0 is amended 
by adding at the end thereof the follow¬ 
ing paragraph: 

§ 1.641(a)—0 Scope of subchapter J. 

* * • • • 

(c) Multiple trusts . Multiple trusts 
that have— 

(1) No substantially independent pur¬ 
poses (such as independent dispositive 
purposes), 

(2) The same grantor and substan¬ 
tially the same beneficiary, and 

(3) The avoidance or mitigation of 

(a) the progressive rates of tax (includ¬ 
ing mitigation as a result of deferral of 
tax) or (b) the minimum tax for tax 
preferences imposed by section 56 as 
their principal purpose, 

shall be consolidated and treated as one 
trust for the purposes of subchapter J. 

§ 1.665 [Amended] 

Par. 7. Sections 1.665(g) and 1.665(g)- 
1 are revoked. _ 

PART 13—temporary income tax 
REGULATIONS UNDER THE TAX RE¬ 
FORM ACT OF 1969 

§ 13.6 [Superseded] 

Section 13.6 is superseded. 


PART 301—PROCEDURE AND 
ADMINISTRATION 

Sections 301.6401 and 301.6401-1 are 
amended to read as follows: 

§ 301.6401 Statutory provisions ; 

amounts treated as overpayments. 

Sec. 6401. Amounts treated as overpay¬ 
ments —(a) Assessment and collection after 
limitation period. The term ‘•overpayment” 
includes that part of the amount of the 
payment of any Internal revenue tax which 
is assessed or collected after the expiration 
of the period of limitation properly applicable 
thereto. 

(b) Excessive credits. If the amount allow¬ 
able as credits under sections 31 (relating to 
tax withheld on wages), 39 (relating to cer¬ 
tain uses of gasoline, special fuels, and 
lubricating oil) and 667(b) (relating to taxes 
paid by certain trusts) exceeds the tax Im¬ 
posed by subtitle A (reduced by the credits 
allowable under subpart A of part IV of sub¬ 
chapter A of chapter 1, other than the credits 
allowable under sections 31 and 39), the 
amount of such excess shall be considered 
an overpayment. 

(c) Rule where no tax liability. An amount 
paid as tax shall not be considered not to 
constitute an overpayment solely by reason 


of the fact that there was no tax liability 
in respect of which such amount was paid. 
(Sec. 6401 as amended by sec. 809(d)(6), 
Excise Tax Reduction Act 1965 (79 Stat. 165); 
sec. 331(c), Tax Reform Act 1969 (83 Stat. 
598)] 

§ 301.6401—1 Amounts treated as over¬ 
payments. 

(a) The term “overpayment” includes: 

(1) Any payment of any internal rev¬ 
enue tax which is assessed or collected 
after the expiration of the period of 
limitation applicable thereto. 

(2) Any amount allowable for a tax¬ 
able year as credits under sections 31 
(relating to tax withheld on wages), 39 
(relating to certain uses of gasoline, spe¬ 
cial fuels, and, lubricating oil), and 667 

(b) (relating to taxes paid by certain 
trusts) which exceeds the tax imposed 
by subtitle A of the Code (reduced by 
the credits allowable under subpart A 
of part IV of subchapter A of chapter 1 of 
the Code, other than the credits allow¬ 
able under sections 31 and 39) for such 
year. 

(b) An amount paid as tax shall not 
be considered not to constitute an over¬ 
payment solely by reason of the fact that 
there was no tax liability in respect of 
which such amount was paid. 

IFR Doc.72-14216 Filed 8-24-72;8:45 amj 

Title 5—ADMINISTRATIVE 
PERSONNEL 

Chapter I—Civil Service Commission 
PART 213—EXCEPTED SERVICE 

Department of Health, Education, and 
Welfare 

Section 213.3316 is amended to show 
that the position of special assistant to 
the Deputy Assistant Secretary for Inter¬ 
departmental Affairs is no longer ex¬ 
cepted under Schedule C. 

Effective on publication in the Federal 
Register (8-25-72), subparagraph (6) 
of paragraph (k) of § 213.3316 is revoked. 

(5 U.S.C. sees. 3301, 3302, E.O. 10577; 3 CFR 
1954-58 Comp. p. 218) 

United States Civil Serv¬ 
ice Commission, 

[seal] James C. Spry, 

Executive Assistant 
to the Commissioners . 

[FR Doc.72-14477 Filed 8-24-72;8:60 am] 


PART 213—EXCEPTED SERVICE 
Inter-American Foundation 

Section 213.3320 of Schedule C is 
amended to show that the title of the 
Executive Director and the title of the 
Director, Office of Programs, have been 
changed to President and Vice President 
for Operations, respectively. This section 
is further amended to show that one ad¬ 
ditional position of confidential assistant 


to the President is excepted under Sched¬ 
ule C. 

Effective on publication in the Federal 
Register (8-25-72), paragraphs (a), (c), 
and (e) of § 213.3320 are amended as set 
out below. 

§ 213.3320 Inter-American Foundation. 

(a) Three confidential assistants to the 
President. 

• • • • • 

(c) One private secretary to the Vice 
President for Operations. 

• • • • ♦ 

(e> One chauffeur to the President. 

(5 U.S.C. secs. 3301. 3302, E.O. 10577; 3 CFR 
1954-58 Comp. p. 218) 

United States Civil Serv¬ 
ice Commission, 

[seal] James C. Spry, 

Executive Assistant to 
the Commissioners. 

[FR Doc.72-14478 Filed 8-24-72;8:50 am] 


part 213—EXCEPTED SERVICE 

Occupational Safety and Health 
Review Commission 

Section 213.3344 is amended to show 
that the position of executive secretary 
is no longer excepted under Schedule C. 

Effective on publication in the Federal 
Register (8-25-72), paragraph (b) of 
§ 213.3344 is revoked. 

(5 U.S.C. secs. 3301, 3302, E.O. 10577; 3 CFR 
1954-58 Comp. p. 218) 

United States Civil Serv¬ 
ice Commission, 

[seal] James C. Spry, 

Executive Assistant to 
the Commissioners. 
[FR Doc.72-14479 Filed 8-24-72;8:50 am] 

PART 213—EXCEPTED SERVICE 
Federal Home Loan Bank Board 

Section 213.3354 is amended to show 
that one position of secretary to the 
Director, Office of Examinations and 
Supervision, is excepted under Schedule 
C. 

Effective on publication in the Federal 
Register (8-25-72), paragraph (i) is 
added to § 213.3354 as set out below. 

§213.3354 Federal Home Loan Bank 
Board. 

***** 

(i) One secretary to the Director, 
Office of Examinations and Supervision. 
(5 U.S.C. 3301, 3302, E.O. 10577; 3 CFR 1954- 
58 Comp. p. 218.) 

United States Civil Serv¬ 
ice Commission, 

[seal] James C. Spry, 

Executive Assistant 
to the Commissioners. 
[FR Doc.72-14476 Filed 8 - 24 - 72 ;8:50 am] 


FEDERAL REGISTER, VOL. 37, NO. 166—FRIDAY, AUGUST 25, 1972 











RULES AND REGULATIONS 


17159 


Title 10—ATOMIC ENERGY 

Chapter I —Atomic Energy 
Commission 

p AR T 2—RULES OF PRACTICE 

p ART 50—LICENSING OF PRODUC¬ 
TION AND UTILIZATION FACILITIES 

Temporary Operating Licenses 

On June 15, 1972, FH. Doc. 72-9094 
was published in the Federal Register 
(37 F.R. 11871) amending the Atomic 
Energy Commission’s regulations in 10 
CFR Parts 2 and 50 to reflect the enact¬ 
ment of Public Law 92-307. The prefa¬ 
tory language in paragraph 3. of the 
notice of rule making (p. 11874) in F.R. 
Doc. 72-9094 is corrected to read as 
follows: 

3. In section D of Appendix D of 10 
CFR Part 50, paragraph 2 is amended, 
the sixth, seventh, eighth, and ninth 
sentences of paragraph 3 are deleted, and 
a new sixth sentence is added to para¬ 
graph 3 to read as follows: 

(Sec. 161, 68 5tat. 948; 42 U.S.C. 2201) 

Dated at Germantown, Md., this 21st 
day of August 1972. 

For the Atomic Energy Commission. 

W. B. McCool, 
Secretary of the Commission. 

|FR Doc.72-14468, Filed 8-24-72;8:49 ami 


PART 2—RULES OF PRACTICE 

Delegation of Certain Authority to 

Specified Members of the Atomic 

Safety and Licensing Appeal Board 

The Atomic Energy Commission’s rules 
of practice, 10 CFR Part 2, provide for 
the establishment of an Atomic Safety 
and Licensing Appeal Board to exercise 
the authority and perform the review 
functions which would otherwise have 
been exercised and performed by the 
Commission in certain licensing proceed¬ 
ings. The Appeal Board’s authority in¬ 
cludes action on procedural matters, in¬ 
cluding requests for stays of licensing 
board orders. 

Under the rules of practice, two mem¬ 
bers of the Appeal Board constitute a 
Quorum, if one of those members is 
Qualified in the conduct of administra¬ 
tive proceedings; and the vote of a major¬ 
ity controls in any decision by the Ap¬ 
peal Board, including orders in inter¬ 
locutory matters. (See 10 CFR Part 2, 
Appendix A, VII(b).) The Commission 
has amended its rules of practice to per¬ 
mit designated individuals to act for the 
Appeal Board on procedural matters, in¬ 
cluding requests for stays of licensing 
board orders. In the absence of a quorum. 
Action by a designated individual under 
this authority shall be renewable by the 
Appeal Board, except that with respect 
to requests of stays of licensing board 
orders, such action shall be reviewable 
by the Commission. All other actions 
under this authority may also be re- 

tt lew !r i 5y Commission under the 

standards of § 2.786. 

Since the amendments which follow 
c.ate solely to matters of internal man¬ 


agement, and are procedural rather than 
substantive, the Commission has found 
that general notice of proposed rule 
making and public procedure thereon are 
unnecessary, and that good cause exists 
to make the amendments effective upon 
publication in the Federal Register. 

Pursuant to the Atomic Energy Act of 
1954, as amended, and section 552 and 
553 of title 5 of the United States Code, 
the following revisions to Title 10, Chap¬ 
ter 1, Code of Federal Regulations, Part 
2, are published as a document subject 
to codification, to be effective upon publi¬ 
cation in the Federal Register (8-25-72). 

1. The first sentence of paragraph (a) 
of § 2.786 is revised to read as follows: 

§ 2.786 Review of decisions and aclions 
of ihc Atomic Safety and Licencing 
Appeal Board. 

(a) Within 15 days after the date of 
a decision or action by the Atomic Safety 
and Licensing Appeal Board under 
§ 2.785, or within 15 days after the date 
of a decision or action pursuant to § 2.787 
(b), the Commission, in the proceedings 
described in paragraph (a)(1) of § 2.785, 
may on its own motion direct that the 
record of the proceeding be certified to it 
for review on the ground that the deci¬ 
sion or action of the Atomic Safety and 
Licensing Appeal Board (1) is, with re¬ 
spect to an important matter, in conflict 
with statute, regulation, case precedent, 
or established Commission policy, and 
(2) (i) could significantly and adversely 
affect the public health and safety or the 
common defense and security, or (ii) in¬ 
volves an important question of public 
policy. 

• • • ♦ • 

2. Section 2.787 is revised to designate 
the existing language as paragraph (a), 
and to add the following paragraph: 

§ 2.787 Composition of Atomic Safety 
anil Licensing Appeal Board. 

« • » * * 

(b) In the absence of a quorum, the 
following individuals are authorized to 
act for the Appeal Board on procedural 
matters, including requests for stays of 
licensing board orders: 

(1) The Chairman of the Appeal 
Board in the particular proceeding; 

(2) The permanent Chairman of the 
Appeal Board, in the event that the 
Chairman in the particular proceeding is 
not available to act upon the matter in 
question, or has not been designated; 

(3) The permanent Vice Chairman, in 
the event that the individuals listed 
above are not available to act upon the 
matter in question, or in the event that 
a Chairman in the particular proceeding 
has not been designated, or in the event 
that the position of permanent Chairman 
is vacant. 

Except with respect to requests for stays 
of licensing board orders, action by a 
designated individual under this author¬ 
ity shall be reviewable by the Appeal 
Board, upon its own motion or upon a 
motion filed within three (3) days of the 
date of the particular action in accord¬ 
ance with § 2.730. Action under this 
authority with respect to requests for 
stays of licensing board orders shall be 
reviewable by the Commission, upon its 


own motion or upon a motion filed within 
three (3) days of the date of the par¬ 
ticular action in accordance with § 2.730. 

3. In Appendix A to Part 2, the sec¬ 
ond sentence of section VLUb) is revised 
to read as follows: 

(b) Except as permitted by § 2.787(b), the 
vote of a majority controls in any decl- 
• sion by the Appeal Board, including orders in 
interlocutory matters and final decisions. 

(Sec. 161, 68 Stat. 948, 42 U.S.C. 2201) 

Dated at Germantowm, Md., this 17th 
day of August 1972. 

For the Atomic Energy Commission. 

W. B. McCool, 
Secretary of the Commission. 
(FR Doc.72-14531 Filed 8-24-72;8:54 ami 

Title 14—AERONAUTICS 
AND SPACE 

Chapter I—Federal Aviation Admin¬ 
istration, Department of Transpor¬ 
tation 

l Airworthiness Docket No. 72-SW-54, Amdt. 
39-15041 

PART 39—AIRWORTHINESS 
DIRECTIVES 

Bell Models 206A, 206B, 206A-1, and 
206B—l 

Pursuant to the authority delegated to 
me by the Administrator (31 F.R. 13697), 
an airworthiness directive was adopted 
on August 11, 1972, and made effective 
immediately as to all known U.S. oper¬ 
ators of Bell Models 206A, 206B, 206A-1. 
and 206B-1 helicopters. The directive re¬ 
quires that the service life of the main 
rotor retention strap fitting, P/N 206- 
010-155-7, be reduced from 1,200 hours 
to 400 hours. 

Since it w r as found that immediate cor¬ 
rective action was required, notice and 
public procedure thereon was imprac¬ 
ticable and contrary to the public inter¬ 
est and good cause existed for making 
the airworthiness directive effective im¬ 
mediately as to all known U.S. operators 
of Bell Models 206A, 206B. 206A-1, and 
206B-1 helicopters by individual mes¬ 
sages dated August 12, 1972. These con¬ 
ditions still exist and the airworthiness 
directive is hereby published in the Fed¬ 
eral Register as an ammendment to 
§ 39.13 of the Federal Aviation Regula¬ 
tions to make it effective to all persons. 

Bell: Applies to Bell Models 206A, 206B, 
206A-1, and 206B-1 heUcopters certifi¬ 
cated in all categories. 

Compliance required as indicated. 

To prevent possible failure of the main 
rotor retention strap fitting. P/N 206-010- 
155-7, accomplish the following: 

(a) Remove and replace retention strap 
fittings, P/N 206-010-155-7, with 400 or more 
hours total time in service on August 12, 
1972, except that the helicopter may be 
flown In accordance with FAR 21.197 to a 
base for replacement of the fittings. 

(b) Remove and replace retention strap 
fittings, P/N 206-010-155-7, with less than 
400 hours total time In service on August 12, 
1972, prior to accumulating 400 hours time 
in service. 
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(c) Upon installation of main rotor re¬ 
tention strap fittings, P/N 206-010-165-11, 
the requirements of this message may he 
disregarded. 

This amendment Is effective on Au¬ 
gust 25, 1972, and was effective upon 
receipt for all recipients of the message 
dated August 12, 1972, which contained 
this amendment. 

(Secs. 313(a), 601, 603, Federal Aviation Act 
of 1958, 49 U.S.C. 1364(a). 1421, 1423; sec. 
6 (c), Department of Transportation Act, 49 
U.S.C. 1655(c)) 

Issued in Fort Worth, Tex., on Au¬ 
gust 15,1972. 

Henry L. Newman, 
Director, Southwest Region . 

[FR Doc.72-14439 Filed 8-24-72;8:46 am] 

(Docket No. 72-GL-2. Arndt. 39-1507] 

PART 39—AIRWORTHINESS 
DIRECTIVES 

Bellanca (Champion) Model 7GCAA, 
7GCBC, 7KCAB, and 8KCAB Airplanes 

There have been reports of battery 
acid corrosion of control cables and air¬ 
frame components hi Bellanca (Cham¬ 
pion) Model 7GCAA, 7GCBC, 7KCAB, 
and 8KCAB airplanes that could result 
in failure of the control cables and 
deterioration of other airframe com¬ 
ponents. Since this condition is likely to 
exist or develop in other airplanes of the 
same type design, an airworthiness direc¬ 
tive is being issued requiring repetitive 
inspections of the battery area until a 
battery box is installed. 

Since a situation exists that requires 
immediate adoption of this regulation, 
it is found that notice and public pro¬ 
cedure hereon are impracticable and 
good cause exists for making this amend¬ 
ment effective in less than 30 days. 

In consideration of the foregoing, and 
pursuant to the authority delegated to 
me by the Administrator (14 CFR 
11.89), §39.13 of the Federal Aviation 
Regulations is amended by adding the 
following new airworthiness directive; 
Bellanca (Champion). Applies to Model 
7GCAA, 7GCBC, 7KCAB, and 8KCAB air¬ 
planes certificated In aU categories. 

Compliance required within the next 10 
hours time in service after the effective date 
of this AD, unless already accomplished with¬ 
in the last 15 hours time in service, and 
thereafter at intervals not to exceed 25 hours 
time in service from the last inspection, until 
modified in accordance with paragraph (c) 
below. Compliance with paragraph (c) re¬ 
quired no later than March 1. 1973. 

To detect battery acid corrosion of elevator 
and rudder control cables and to detect corro¬ 
sion of other airframe components in the 
battery area, accomplish the following; 

(a) Inspect the elevator and rudder con¬ 
trol cables in the battery area for evidence 
of corrosion caused by battery acid spillage. 
If any evidence of control cable corrosion is 
found, replace the corroded cables before 
further flight, except that the airplane may 
be flown in accordance with FAR 21.197 to a 
base where the repair can be performed. 

(b) Inspect the battery compartment area 
for evidence of battery acid corrosion of air¬ 
frame components other than control cables. 
If any corrosion is found, neutralize the 
affected areas with a soda water solution. Re¬ 
pair damage, as necessary. 

(c) The repetitive inspections required by 
paragraphs (a) and (b) may be discontinued 
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when a battery box which will assure that 
any battery acid spillage is drained overboard 
is installed in accordance with data approved 
by the Chief, Engineering and Manufactur¬ 
ing Branch, Great Lakes Region. The battery 
box must be installed no later than March 1, 
1973. 

This amendment becomes effective 
September 1,1972. 

(Sec s. 313(a), 601, 603. Federal Aviation Act 
of 1958, 49 U.S.C. 1354(a), 1421, 1423; sec. 
6 (c), Department of Transportation Act, 49 
U.S.C. 1655(c)) 

Issued in Des Plaines, Ill., on August 16, 
1972. 

R. O. Ziegler, 

Acting Director, Great Lakes Region. 

(FR Doc.72-14438 Filed 8-24-72;8:46 am] 


[Airspace Docket No. 72-SO-83] 

PART 71—DESIGNATION OF FEDERAL 

AIRWAYS, AREA LOW ROUTES, 

CONTROLLED AIRSPACE, AND RE¬ 
PORTING POINTS 

Alteration of Control Zone and 
Transition Area 

The purpose of this amendment to 
Part 71 of the Federal Aviation Regula¬ 
tions is to alter the Dothan, Ala., con¬ 
trol zone and transition area. 

The Dothan control zone is described 
in § 71.171 (37 F.R. 2056) and the Dothan 
transition area is described in § 71.181 
(37 F.R. 2143). In the control zone de¬ 
scription, an extension predicated on the 
Dothan VORTAC 156° radial has a des¬ 
ignated width of 6 miles and length of 
8.5 miles. % 

U.S. Standards for Terminal Instru¬ 
ment Procedures (TERPs), issued after 
extensive consideration and discussion 
with government agencies concerned and 
affected industry groups, are now being 
applied to update the criteria for instru¬ 
ment approach procedures. The criteria 
for the designation of controlled airspace 
protection for these procedures were re¬ 
vised to conform to TERPs and achieve 
increased and efficient utilization of 
airspace. 

Because of this revised criteria and re¬ 
finement of the final approach radial of 
VOR-1 Instrument Approach Procedure, 
it is necessary to alter the descriptions as 
follows: 

Control Zone 

1. Redesignate the extension from 
Dothan VORTAC 156° to the 157’ radial 
and increase the width to 9 miles and the 
length to 10.5 miles. 

2. Designate an extension predicated 
on Dothan VORTAC 331° radial 7 miles 
wide and 7.5 miles long. 

Transition Area 

1. Designate an extension predicated 
on Dothan VORTAC 157° radial 10 miles 
wide and 11.5 miles long. 

2. Designate an extension predicated 
on Dothan VORTAC 331° radial 9 miles 
wide and 10.5 miles long. 

In consideration of the foregoing, no¬ 
tice and public procedure hereon are un¬ 
necessary and Part 71 of the Federal 
Aviation Regulations is amended, effec¬ 
tive immediately, as hereinafter set 
forth. 
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In § 71.171 (37 F.R. 2056), the Dothan 
Ala., control zone is amended to read: 

Dothan, Ala. 

Within a 5-mlle radius of Dothan Airport 
(lat. 31*19’10" N., long. 85*27'30" W.); with- 
in 4.5 miles each side of Dothan VORTAC 
157° radial, extending from the 5-mile radius 
zone to 10.5 miles SE of the VORTAC; within 
3.5 miles each side of Dothan VORTAC 331 * 
radial, extending from the 5-mile radius zone 
to 7.5 miles NW of the VORTAC. 

In § 71.181 (37 F.R. 2143), the Dothan. 
Ala., transition area is amended as fol¬ 
lows: 

* ♦ longitude 85°27'30” W.) ♦ * •»» 
is deleted and “• • * longitude 85°27'30" 
W.); within 5 miles each side of Dothan 
VORTAC 157° radial, extending from 
the 8.5-mile radius area to 11.5 miles 
SE of the VORTAC; within 4.5 miles 
each side of Dothan VORTAC 331° radial, 
extending from the 8.5-mile radius area 
to 10.5 miles NW of the VORTAC * * •” 
is substituted therefor. 

(Sec. 307(a), Federal Aviation Act of 1958. 49 
U.S.C. 1348(a); sec. 6(c), Department of 
Transportation Act, 49 U.S.C. 1655(c)) 

Issued in East Point, Ga., on August 15, 
1972. 

Duane W. Freer, 
Acting Director, Southern Region . 

[FR Doc.72-14441 Filed 8-24-72,8:46 am] 


[Airspace Docket No. 72-SO-82] 

PART 71—DESIGNATION OF FEDERAL 
AIRWAYS, AREA LOW ROUTES, 
CONTROLLED AIRSPACE, AND RE¬ 
PORTING POINTS 

Alteration of Control Zone 

The purpose of this amendment to 
Part 71 of the Federal Aviation Regula¬ 
tions is to alter the Myrtle Beach AFB, 
S.C., control zone. 

The Myrtle Beach AFB control zone Is 
described in § 71.171 (37 F.R. 2056 and 
12141). In the description, an extension 
predicated on the 167° bearing from 
Conway RBN is 5 miles wide and extends 
to the RBN. This extension was desig¬ 
nated to provide controlled airspace pro¬ 
tection for IFR aircraft executing the 
NDB, TACAN, ILS, and PAR instrument 
approach procedures to Runway IT 
Since the Conway RBN will be decom¬ 
missioned, effective August 15, 1972, it is 
necessary to alter the control zone de¬ 
scription to revoke the extension predi¬ 
cated on the 167° bearing from Conway 
RBN, and designate an extension predi¬ 
cated on Conway TACAN 348° radial - 
miles wide, extending to 6.5 miles north 
of the TACAN, and an extension predi¬ 
cated on the Conway TACAN 355' radial 
3 miles wide, extending to 6.5 miles north 
of the TACAN. Since these amendments 
lessen the burden on the public, notice 
and public procedure hereon are unnec¬ 
essary. 

In consideration of the foregoing, Part 
71 of the Federal Aviation Regulations is 
amended, effective 0901 G.m.t., August 
15, 1972, as hereinafter set forth. 

In § 71.171 (37 F.R. 2056), the Myrtle 
Beach AFB, S.C., control zone (37 F.B. 
12141) is amended to read: 

25, 1972 
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Myrtle Beach AFB, S.C. 

Within a 5-mile radius of Myrtle Beach 
AFB (Latitude 33°40'45" N., longitude 

78 55'45" W.): within 1.6 miles each side of 
Conway TACAN 165° and 355° radials, extend¬ 
ing from the 5-mlle radius zone to 6.5 miles 
south and north of the TACAN; within 1 
mile each side of Conway TACAN 348 1 radial, 
extending from the 5-mlle radius zone to 6.5 
miles north of the TACAN. This control zone 
ts effective from 0700 to 2300 hours, local 
time, daily. 

(Sec. 307(a). Federal Aviation Act of 1958, 
49 U.S.C. 1348(a), sec. 6(c). Department of 
Transportation Act, 49 U.S.C. 1656(c)) 

Issued in East Point, Ga., on August 15, 

1972. 

Duane W. Freer, 
Acting Director, Southern Region. 
[FR Doc.72-14440 Filed 8-24-72;8:46 am] 


[Airspace Docket No. 72-SO-381 

PART 71—DESIGNATION OF FEDERAL 
AIRWAYS, AREA LOW ROUTES, 
CONTROLLED AIRSPACE, AND RE¬ 
PORTING POINTS 

Alteration of Federal Airway 
Segments 

Correction 

In F.R. Doc. 72-12923 appearing on 
page 16536 of the issue for Wednesday, 
August 16, 1972, the quoted material in 
amendatory paragraph 1 should end with 
a semicolon instead of a colon. 


Title 16—COMMERCIAL 
PRACTICES 

Chapter I—Federal Trade Commission 

[Docket No. C-2253J 

PART 13—PROHIBITED TRADE 
PRACTICES 

Bob Hiam Dodge, Inc., and 
Robert J. Hiam 

Subpart—Advertising falsely or mis¬ 
leadingly: § 13.73 Formal regulatory 
and statutory requirements: 13.73-92 
Truth in Lending Act; § 13.155 Prices: 
13.155-95 Terms and conditions; 13.- 
155-95 (a) Truth in Lending Act. 
Subpart—Misrepresenting oneself and 
goods—Goods: § 13.1623 Formal regu¬ 
latory and statutory requirements: 
13.1623-95 Truth in Lending Act— 
Prices; § 13.1823 Terms and conditions: 
13.1823-20 Truth in Lending Act. Sub¬ 
part— Neglecting, unfairly or deceptively, 
to make material disclosure: § 13.1852 
Formal regulatory and statutory require¬ 
ments: 13.1852-75 Truth in Lending 
** § 13.1905 Terms and conditions; 
13.1905-60 Truth in Lending Act. 

(Sec. 6 38 Stat. 721; 15 U.S.C. 46. Interpret 
r* sec - 5 ’ 38 Stat. 719, as amended, 82 
* 47; 15 U s c - 45 ’ 1601-1605) [Cease 
and desist order, Bob Hiam Dodge, Inc., et al., 

1972] JOSe ' Cam ’’ Docket No * C-2253, July 19, 


In the Matter of Bob Hiam Dodge, Inc., 
a Corporation, and Robert J. Hiam, 
Individually and as an Officer of 
Said Corporation 

Consent order requiring a San Jose, 
Calif., new and used car dealer to cease 
violating the Truth in Lending Act by 
failing to disclose to customers the an¬ 
nual percentage rate accurately; to cease 
advertising a specific downpayment un¬ 
less downpayments in that amount are 
usually and customarily accepted and a 
specific amount of credit or installment 
amount unless respondent usually and 
customarily arranges that credit and in¬ 
stallment amount; and by failing to make 
any other disclosures required by Regu¬ 
lation Z of the said Act. 

The order to cease and desist, including 
further order requiring report of com¬ 
pliance therewith, is as follows: 

It is ordered , That respondents Bob 
Hiram Dodge, Inc., a corporation, its suc¬ 
cessors and assigns, and its officers, and 
Robert J. Hiam, individually and as an 
officer of said corporation, and respond¬ 
ents’ agents, representatives and em¬ 
ployees. directly or through any corpora¬ 
tion, subsidiary, division or other device, 
in connection with any extension of con¬ 
sumer credit or advertisement to aid, 
promote or assist directly or indirectly 
any extension of consumer credit, as 
“consumer credit,” and “advertisement” 
are defined in Regulation Z (12 CFR Part 
226) of the Truth in Lending Act (Public 
Law 90-321, 15 U.S.C. 1601 et seq.), do 
forthwith cease and desist from: 

1. Failing to disclose the “annual per¬ 
centage rate” accurately to the nearest 
quarter of 1 percent, in accordance with 
§ 226.5 of Regulation Z, as required by 
§ 226.8(b) (2) of Regulation Z. 

2. Failing to disclose the “annual per¬ 
centage rate” before the transaction is 
consummated, as required by § 226.8(a) 
of Regulation Z. 

3. Stating, in any advertisement, that 
a specific amount of credit and install¬ 
ment amount can be arranged, unless 
respondents usually and customarily ar¬ 
range or will arrange credit and install¬ 
ments in that amount, as required by 
§ 226.10(a) (1) of Regulation Z. 

4. Stating, in any advertisement, that 
a specified downpayment will be ac¬ 
cepted in connection with any extension 
of credit, unless respondents usually and 
customarily accept or will accept down- 
payments In that amount, as required by 
§ 226.10(a) (2) of Regulation Z. 

5. Failing in any consumer credit 
transaction or advertising to make all 
disclosures determined in accordance 
with §§ 226.4 and 226.5 of Regulation Z 
at the time and in the manner, form, 
and amount required by §§ 226.6, 226.8, 
and 226.10 of Regulation Z. 

It is further ordered, That respondents 
deliver a copy of this order to cease and 
desist to each operating division and to 
all present and future personnel of re¬ 
spondents engaged in the consummation 
of any extension of consumer credit, and 
that respondents secure a signed state¬ 
ment acknowledging receipt of said 
order from each such person. 


It is further ordered , That respondents 
notify the Commission at least thirty 
(30) days prior to any proposed change 
in the corporate respondent such as dis¬ 
solution, assignment or sale resulting in 
the emergence of a successor corporation, 
the creation or dissolution of subsidiaries 
or any other change in the corporation 
which may affect compliance obligations 
arising out of the order. 

It is further ordered, That the individ¬ 
ual respondents named herein promptly 
notify the Commission of the discon¬ 
tinuance of his present business or em¬ 
ployment and of his affiliation with a new 
business or employment. Such notice 
shall include respondent’s current busi¬ 
ness or employment in which he is en¬ 
gaged as well as a description of his 
duties and responsibilities. 

It is further ordered. That the re¬ 
spondents shall, within sixty (60) days 
after service upon them of this order, file 
with the Commission a report in writing, 
setting forth in detail the manner and 
form in which they have complied with 
this order. 

Lssued: July 19,1972. 

By the Commission. 

[seal] Charles A. Tobin, 

Secretary . 

[FR Doc.72-14138 Filed 8-24-72;8:47 amj 


[Docket No. C-2252J 

PART 13—PROHIBITED TRADE 
PRACTICES 

Dirito Motors, et al. 

Subpart—Advertising falsely or mis¬ 
leadingly: § 13.73 Formal regulatory 
and statutory requirement: 13.73-92 
Truth in Lending Act; § 13.155 Prices; 
13.155-95 Terms and conditions; 13.- 
155-95 (a) Truth in Lending Act. Sub¬ 
part—Misrepresenting oneself and 
goods—Goods: § 13.1623 Formal regula¬ 
tory and statutory requirements: 13.- 
1623-95 Truth in Lending Act;—Prices: 
§ 13.1823 Terms and conditions: 13.- 
1823-20 Truth in Lending Act. Sub¬ 
part—Neglecting, unfairly or deceptively, 
to make material disclosure: § 13.1852 
Formal regulatory and statutory require¬ 
ments: 13.1852-75 Truth in Lending 
Act; § 13.1905 Terms and conditions: 
13.1905-60 Truth in Lending Act. 

(Sec. 6. 38 Stat. 721; 16 U.S.C. 46. Interpret 
or apply sec. 5. 38 Stat. 719, as amended. 82 
Stat. 146, 147; 15 U.S.C. 45. 1601-1605) [Cease 
and desist order, Dirito Motors, et al., Oak¬ 
land, Calif., Docket No. C-2252. July 19, 1972 J 

In the Matter of Dirito Motors , a Part¬ 
nership, and Donald D. Dirito, and 
Ronald J. Dirito, Individually and as 
Copartners Trading and Doing 
Business as the Dirito Motors 

Consent order requiring an Oakalnd, 
Calif., used-car dealer to cease violating 
the Truth in Lending Act by failing to 
disclose to customers the cash price, an¬ 
nual percentage rate, “balloon payment”, 
and any other disclosures required by 
Regulation Z of the said Act. 
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The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered , That respondents Dirito 
Motors, a partnership, and Donald D. 
Dirito and Ronald J. Dirito individually 
and as copartners trading and doing 
business as the Dirito Motors, or under 
any name or names, respondents’ agents, 
representatives, and employees, in con¬ 
nection with the arrangement or exten¬ 
sion of consumer credit, as “consumer 
credit” and “advert isem ent” are defined 
in Regulation Z (12 CFR Part 226) of the 
Truth in Lending Act (Public Law 90- 
321, 15 U.S.C. 1601 et seq.), do forthwith 
cease and desist from: 

1. Failing to exclude from the “cash 
price,” charges of the types described in 
§ 226.4 of Regulation Z, as required by 
§ 226.2 (i) of Regulation Z. 

2. Failing to disclose an amount which 
is the sum of the cash price, all charges 
which are included in the amount fi¬ 
nanced but which are not part of the 
finance charge, and the finance charge, 
and to describe said sum as “deferred 
payment price” as required by § 226.8(c) 
(8) (ii) of Regulation Z. 

3. Failing to disclose the “annual per¬ 
centage rate” accurately to the nearest 
quarter of 1 percent, in accordance with 
§ 226.5 of Regulation Z, as required by 
§ 226.8(b) (2) of Regulation Z. 

4. Failing to identify a payment which 
is more than twice the amount of an 
otherwise regularly scheduled equal pay¬ 
ment as “balloon payment” as required 
by § 226.8(b) (3) of Regulation Z. 

5. Failing in any consumer credit 
transaction or advertising to make all 
disclosures determined in accordance 
with §§ 226.4 and 226.5 of Regulation Z 
at the time and in the manner, form, and 
amount required by §§226.6, 226.8, and 
226.10 of Regulation Z. 

It is further ordered, That Respond¬ 
ents deliver a copy of this order to cease 
and desist to each operating division and 
to all present and future personnel of re¬ 
spondents engaged in the consummation 
of any extension of consumer credit, and 
that respondents secure a signed state¬ 
ment acknowledging receipt of said order 
from each such person. 

It is further ordered, That respondents 
notify the Commission at least thirty 
(30) days prior to any proposed change 
In the respondent partnership, such as 
dissolution, assignment, or sale, resulting 
in the emergence of a successor organi¬ 
zation, the creation or dissolution of sub¬ 
sidiaries, or any other change in the 
partnership which may affect compli¬ 
ance obligations arising out of the order. 

It is further ordered, That the 
individual respondents named herein 
promptly notify the Commission of the 
discontinuance of their present business 
or employment and of their affiliation 
with a new business or employment. 
Such notice shall include respondents’ 
current business or employment in which 
they are engaged as well as a description 
of their duties and responsibilities. 

It is further ordered, That the re¬ 
spondents shall, within sixty (60) days 
after service upon them of this order, file 
w ith the Commission a report in writing, 
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setting forth in detail the manner and 
form in which they have complied with 
this order. 

Issued: July 19, 1972. 

By the Commission. 

[seal] Charles A. Tobin, 

Secretary. 

(F.R. Doc.72-14139 Filed 8-24-72;8:47 amj 
(Docket No. 8870( 

part 13—prohibited trade 

PRACTICES 

E. I. du Pont de Nemours & Co. 

Subpart—Advertising falsely or mis¬ 
leadingly § 13.135 Nature of product or 
service ; § 13.170 Qualities or properties 
of product or service: § 13.170-8 Anti¬ 
freeze; § 13.175 Quality of product or 
service. Subpart—Misrepresenting one¬ 
self and goods—Goods: § 13.1710 Qual¬ 
ities or properties. 

(Sec, 6. 38 Stat. 721; 15 U.S.C. 46. Inter¬ 
prets or applies sec. 5. 38 Stat. 719, as 
amended; 15 U.S.C. 45) (Cease and desist 
order, E. I. du Pont de Nemours & Co., 
Wilmington, Del., Docket No. 8870, July 24, 
1972] 

In the Matter of E. I. du Pont de 
Nemours <fe Co., a Corporation 

Consent order requiring a Wilmington, 
Del., manufacturer and marketer of auto¬ 
motive antifreeze described as Zerex 
Antileak Antifreeze to cease advertising, 
selling, or distributing any such product 
w f hich causes damage in or on vehicles 
in or on which it is used unless it dis¬ 
closes, among other things, that damage 
can or might occur or identifies any 
make or model of vehicles in or on which 
such product causes damage; and to 
cease advertising, selling, or distributing 
any such product unless such product 
has been tested to determine w T hether 
the product will cause damage in or on 
the vehicles hi or on wiiich it is used. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

I. It is ordered , That respondent E. L 
du Pont de Nemours & Co., a corporation, 
its officers, representatives, agents, and 
employees, directly or through any cor¬ 
porate or other device, in connection 
with the advertising, offering for sale, 
sale and distribution of any retail con¬ 
sumer automotive product in commerce, 
as “commerce” is defined in the Federal 
Trade Commission Act, do forthwith 
cease and desist from: 

(a) Advertising, offering for sale, sell¬ 
ing, or distributing any such product 
which, w r hen used in its intended manner 
and under ordinary conditions of use. 
causes damage in or on the vehicles hi 
or on which it is so used, unless respon¬ 
dent makes a clear and conspicuous dis¬ 
closure in all its advertising for such 
product (except point of purchase mate¬ 
rials that merely identify the product) 
that damage can or might occur, or iden¬ 
tifies any make or model of vehicles in or 
on w T hlch such product causes damage 
when so used and makes a clear and con¬ 
spicuous disclosure that such product 


should not be used in or on those vehi¬ 
cles. and further on all its labels for such 
product makes a clear and conspicuous 
disclosure that damage can or might oc¬ 
cur and clearly and conspicuously sets 
forth the nature of such damage and any 
procedures which can be utilized to pre¬ 
vent such damage: Provided, however, 
That it shall be a defense in any enforce¬ 
ment proceeding instituted hereunder 
for respondent to establish it neither 
knew nor had reason to know that when 
such product w r as so used damage would 
occur, or for respondent to show that the 
instances of damage upon which the en¬ 
forcement proceeding was predicated 
were unique or isolated instances, and 
were of such a nature that it could not 
be reasonably anticipated that such 
damage would result to a class or group 
of vehicles, or for respondent to establish 
that within sixty (60) days of the date 
that respondent knew or had reason to 
know that when such product was so 
used damage would occur, respondent 
ceased disseminating any product with 
any label, not complying with the terms 
of this order; and 

(b) Advertising, offering for sale, sell¬ 
ing, or distributing any such product 
which is first distributed after the effec¬ 
tive date of this order, unless such prod¬ 
uct has been subjected to tests designed 
and executed in a manner reasonably 
calculated to determine whether such 
product when used in its intended man¬ 
ner and under ordinary conditions of use 
will cause damage in or on the vehicles 
in or on which it is so used, or unless 
respondent has in its possession prior to 
such distribution other studies, docu¬ 
mentation, or data reasonably calculated 
to determine whether such use of prod¬ 
uct will cause such damage, the results 
of which tests, studies, documentation, 
or other data are maintained in writing. 

II. The labeling provisions of this or¬ 
der shall apply to all products which are 
packaged sixty (60) days or more after 
the date upon which this order becomes 
effective. 

HI. It is further ordered. That the re¬ 
spondent corporation shall forthwith 
distribute a copy of this order to each 
of its operating divisions or departments. 

It is further ordered. That respondent 
notify the Commission at least thirty 
(30) days prior to any proposed change 
in the corporate respondent such as dis¬ 
solution, assignment, or sale resulting in 
the emergence of a successor corpora¬ 
tion, the creation or dissolution of sub¬ 
sidiaries or any other change in the cor¬ 
poration w’hich may affect compliance 
obligations arising out of the order. 

It is further ordered . That respondent 
shall, within sixty (60) days after service 
upon it of this order, file with the Com¬ 
mission a report, in writing, setting forth 
in detail the manner and form in which 
it has complied with the order to cease 
and desist. 

Issued: July 24,1972. 

By the Commission. 

[seal] Charles A. Tobin. 

Secretary. 

(FR Doc.72-14499 Filed 8-24-72;8:54 am] 


FEDERAL REGISTER, VOL. 37, NO. 166—FRIDAY, AUGUST 25, 1972 






RULES AND REGULATIONS 


[Docket No. C-2255) 

PART 13—prohibited trade 
PRACTICES 

Goldfarb-Fischer Novelty, Inc., et at. 

Subpart—Importing, selling, or trans¬ 
porting flammable wear: § 13.1060 Im¬ 
porting, selling, or transporting flam¬ 
mable wear . 

(Sec. 6, 38 Stat. 721; 15 U.S.C. 46. Inter¬ 
pret or apply sec. 6, 38 Stat. 719, as amended, 
67 Stat. Ill, as amended; 15 U.S.C. 45, 1191) 
(Cease and desist order, Goldfarb-Fischer 
Novelty, Inc., et al., Hialeah, Fla., Docket No. 
C-2255, July 19, 1972] 

In the Matter of Goldfarb-Fischer 
Novelty, Inc., a Corporation, and 
Phillip Goldfarb, Arthur D. Fischer, 
and Walter Fischer, Individually 
and as Officers of Said Corporation 

Consent order requiring a Hialeah, 
Fla., importer and seller of wearing ap¬ 
parel, including but not limited to cardi¬ 
gan shirts and children’s novelty pants, 
to cease manufacturing for sale, import¬ 
ing, selling, transporting any product, 
fabric, or related material which fails to 
conform to an applicable standard or 
regulation issued or amended under the 
provisions of the Flammable Fabrics Act. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered, That respondents Gold¬ 
farb-Fischer Novelty, Inc., a corporation, 
its successors and assigns and its officers, 
and Phillip Goldfarb, Arthur D. Fischer, 
and Walter Fischer, individually and as 
officers of said corporation, and respond¬ 
ents’ agents, representatives and em¬ 
ployees, directly or through any corpora¬ 
tion, subsidiary, division or other device, 
do forthwith cease and desist from 
manufacturing for sale, selling, or offer¬ 
ing for sale, in commerce, or importing 
into the United States, or introducing, 
delivering for introduction, transporting 
or causing to be transported, in com¬ 
merce, or selling or delivering after sale 
or shipment in commerce any product, 
fabric, or related material; or manufac¬ 
turing for sale, selling, or offering for 
sale any product made of fabric or re¬ 
lated material which has been shipped 
or received in commerce, as “commerce,” 
“product,” “fabric,” and “related mate¬ 
rial” are defined in the Flammable Fab¬ 
rics Act, as amended, which product, 
fabric or related material fails to con¬ 
form to any applicable standard or regu¬ 
lation continued in effect, issued or 
amended under the provisions of the 
aforesaid Act. 

It is further ordered, That respond¬ 
ents notify all of their customers who 
have purchased or to whom have been 
delivered the products which gave rise 
to this complaint of the flammable na¬ 
ture of said products, and effect recall of 
said products from such customers. 

It is further ordered. That the re¬ 
spondents herein either process the prod¬ 
ucts which gave rise to the complaint so 
as to bring them into conformance with 
the applicable standard of flammability 


under the Flammable Fabrics Act, as 
amended, or destroy said products. 

It is further ordered , That the re¬ 
spondents herein shall, within ten (10) 
days after service upon them of this 
order, file with the Commission a spe¬ 
cial report in writing setting forth the 
respondents’ intentions as to compliance 
with this order. This special report shall 
also advise the Commission fully and 
specifically concerning (1) the identity 
of the products which gave rise to the 
complaint, (2) the number of said prod¬ 
ucts in inventory. (3) any action taken 
and any further actions proposed to be 
taken to notify customers of the flam¬ 
mability of said products and effect the 
recall of said products from customers, 
and of the results thereof, (4) any dis¬ 
position of said products since Decem¬ 
ber 23, 1971, and (5) any action taken 
or proposed to be taken to bring said 
products into conformance with the ap¬ 
plicable standard of flammability under 
the Flammable Fabrics Act, as amended, 
or destroy said products, and the results 
of such action. Such report shall further 
inform the Commission as to whether 
or not respondents have in inventory any 
product, fabric, or related material hav¬ 
ing a plain surface and made of paper, 
silk, rayon and acetate, nylon and 
acetate, rayon, cotton, or any other 
material or combinations thereof in a 
w r eight of 2 ounces or less per square 
yard, or any product, fabric or related 
material having a raised fiber surface. 
Respondents shall submit samples of not 
less than 1 square yard in size of any 
such product, fabric or related material 
with this report. 

It is further ordered. That respond¬ 
ents notify the Commission at least 
thirty (30) days prior to any proposed 
change in the corporate respondent such 
as dissolution, assignment, or sale re¬ 
sulting in the emergence of a successor 
corporation, the creation or dissolution of 
subsidiaries or any other change in the 
corporation which may affect compli¬ 
ance obligations arising out of the order. 

It is further ordered, That the cor¬ 
porate respondent shall forthwith dis¬ 
tribute a copy of this order to each of its 
operating divisions. 

It is further ordered, Respondents 
herein shall, within sixty (60) days after 
service upon them of this order, file with 
the Commission a report, in writing, set¬ 
ting forth in detail the manner and form 
in which they have complied with this 
order. 

Issued: July 19.1972. 

By the Commission. 

[seal] Charles A. Tobin, 

Secretary . 

[FR Doc.72-14140, Filed 8-24-72;8:47 am] 


[Docket No. C-2250] 

part 13—prohibited trade 
PRACTICES 

Israel Wolman 

Subpart—Importing, selling, or trans¬ 
porting flammable wear: § 13.1060 Im¬ 
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porting, selling, or transporting flamma¬ 
ble wear . 

(Sec. 6, 38 Stat. 721; 15 U.S.C. 46. Interpret 
or apply sec. 5, 38 Stat. 719, as amended, 67 
Stat. Ill, as amended; 15 U.S.C. 45. 1191) 
[Cease and desist order, Israel Wolman. 
Miami, Fla., Docket No. C-2250, July 19, 
19721 

In the Matter of Israel Wolman, an In¬ 
dividual Doing Business Under His 
Own Name 

Consent order requiring a Miami, Fla., 
dry goods jobber to cease selling, im¬ 
porting. or transporting any product, 
fabric, or related material which fails to 
conform to an applicable standard or 
regulation issued or amended under the 
Flammable Fabrics Act. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered. That respondent Israel 
Wolman, an individual doing business 
under his own name, or any other name 
or names, and respondent’s representa¬ 
tives, agents and employees, directly or 
through any corporate or other device, 
do forthwith cease and desist from sell¬ 
ing, offering for sale, in commerce or 
importing into the United States, or in¬ 
troducing, delivering for introduction, 
transporting or causing to be transported 
in commerce, or selling or delivering after 
sale or shipment in commerce, any prod¬ 
uct, fabric, or related material; or sell¬ 
ing or offering for sale any product made 
of fabric or related material which has 
been shipped and received in commerce, 
as “commerce.” “product.” “fabric,” and 
“related material” are defined in the 
Flammable Fabrics Act, as amended, 
which product, fabric, or related material 
fails to conform to any applicable stand¬ 
ard or regulation continued in effect, is¬ 
sued or amended under the provisions 
of the aforesaid Act. 

It is further ordered, That respondent 
notify all of his customers who have pur¬ 
chased or to whom have been delivered 
the products which gave rise to the com¬ 
plaint, of the flammable nature of said 
products, and effect the recall of said 
products from such customers. 

It is further ordered, That the respond¬ 
ent herein either process the products 
which gave rise to the complaint so as 
to bring them into conformance with the 
applicable standard of flammability 
under the Flammable Fabrics Act, as 
amended, or destroy said products. 

It is further ordered. That the re¬ 
spondent herein shall, within ten (10) 
days after service upon liim of this order, 
file with the Commission a special report 
in writing setting forth the respondent’s 
intentions as to compliance with this 
order. This special report shall also ad¬ 
vise the Commsision fully and specifi¬ 
cally concerning (1) the identity of the 
product which gave rise to the com¬ 
plaint, (2) the number of said products 
in inventory, (3) any action taken and 
any further actions proposed to be taken 
to notify customers of the flammability 
of said products and effect the recall of 
said products and of the results thereof, 
(4) any disposition of said products since 
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March 26,1971, and (5) any action taken 
or proposed to be taken to bring said 
products into conformance with the 
applicable standard of flammability 
under the Flammable Fabrics Act, as 
amended, or destroyed said products and 
the results of such action. Such report 
shall further inform the Commission as 
to whether or not respondent lias in in¬ 
ventory any product, fabric, or related 
material having a plain surface and 
made of paper, silk, rayon and acetate, 
nylon and acetate, rayon, cotton, or any 
other material or combinations thereof 
in a weight of 2 ounces or less per square 
yard, or any product, fabric, or related 
material having a raised fiber surface. 
Respondent shall submit samples of not 
less than 1 square yard in size of any 
such product, fabric, or related material 
with this report. 

It is further ordered, That the re¬ 
spondent herein shall, within sixty (60) 
days after service upon him of this order, 
file with the Commission a report, in 
writing, setting forth in detail the man¬ 
ner and form in which he has complied 
with this order. 

Issued: July 19.1972. 

By the Commission. 

I seal 1 Charles A. Tobin, 

Secretary . 

IFR Doc.72-14502 Filed. 8-24-72;8:52 ami 


[Docket No. C-2251] 

part 13—prohibited trade 

PRACTICES 

Jimmae Manufacturing Co., Inc., and 
Anthony Matise 

Subpart—Importing, selling, or trans¬ 
porting flammable wear: 5 13.1060 im¬ 
porting, selling, or transporting flamma¬ 
ble wear: 

(Sec. 6. 38 Stat. 721; 15 US.O. 46. Interpret 
or apply sec. 5, 38 Stat. 719, as amended. 67 
Stat. Ill, as amended; 15 U.S.C. 45, 1191) 
[Cease and desist order, Jimmae Manufac¬ 
turing Co., Inc., et al., New York, N.Y., Docket 
No. C-2251, July 19,1972] 

In the Matter of Jimmae Manufacturing 
Co., Inc., a Corporation and Anthony 
Matise, Individually and as an Offi¬ 
cer of Said Corporation 

Consent order requiring a New York 
City manufacturer and seller of wearing 
apparel, including women’s jump-pants 
gowns, to cease manufacturing for sale, 
selling, importing, or distributing any 
product, fabric, or related material which 
fails to conform to an applicable stand¬ 
ard of flammability or regulation issued 
under the provisions of the Flammable 
Fabrics Act. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered. That respondents Jim¬ 
mae Manufacturing Co., Inc., a corpora¬ 
tion, its successors and assigns and its 
officers, and Anthony Matise, individually 
and as an officer of said corporation, and 
respondents’ agents, representatives, and 
employees, directly or through any cor¬ 


pora tion, subsidiary, division of other 
device, do forthwith cease and desist 
from manufacturing for sale, selling, or 
offering for sale, in commerce, or import¬ 
ing into the United States, or introducing, 
delivering for introduction, transporting, 
or causing to be transported, in com¬ 
merce, or selling or delivering after sale 
or shipment in commerce any product, 
fabric, or related material; or manufac¬ 
turing for sale, selling, or offering for 
sale any product made of fabric or re¬ 
lated material which has been shipped or 
received in commerce, as “commerce,” 
“product,” “fabric,” and “related mate¬ 
rial” are defined in the Flammable Fab¬ 
rics Act, as amended, which product, 
fabric, or related material fails to con¬ 
form to any applicable standard or reg¬ 
ulation continued in effect, issued or 
amended under the provisions of the 
aforesaid Act. 

It is further ordered. That respondents 
notify all of their customers who have 
purchased or to whom have been deliv¬ 
ered the products which gave rise to the 
complaint, of the flammable nature of 
said products, and effect recall of said 
products from such customers. 

It is further ordered. That the respond¬ 
ents herein either process the products 
which gave rise to the complaint so as 
to bring them into conformance with the 
applicable standard of flammability 
under the Flammable Fabrics Act, as 
amended, or destroy said products. 

It is further ordered, That the re¬ 
spondents herein shall, within ten (10) 
days after service upon them of this 
order, file with the Commission a special 
report in writing setting forth the re¬ 
spondents’ intentions as to compliance 
with this order. Tills special report shall 
also advise the Commission fully and 
specifically concerning (1) the identity of 
the products which gave rise to the com¬ 
plaint, (2) the number of said products 
in inventory, (3) any action taken and 
any further actions proposed to be taken 
to notify customers of the flammability 
of said products and effect the recall of 
said products from customers, and of the 
results thereof, (4) any disposition of said 
products since June 12,1971, and (5) any 
action taken or proposed to be taken to 
bring said products into conformance 
with the applicable standard of flamma¬ 
bility under the Flammable Fabrics Act. 
as amended, or destroy said products, and 
the results of such action. Such report 
shall further inform the Commission as 
to whether or not respondents have In 
inventory any product, fabric, or related 
material having a plain surface and 
made of paper, silk, rayon and acetate, 
nylon and acetate, rayon, cotton, or any 
other material or combinations thereof 
in a weight of 2 ounces or less per square 
yard, or any product, fabric, or related 
material having a raised fiber surface 
Respondents shall submit samples of not 
less than 1 square yard in size of any 
such product, fabric, or related material 
with this report. 

It is further ordered, That respondents 
notify the Commission at least 30 days 
prior to any proposed change in the cor¬ 
porate respondent such as dissolution, 
assignment, or sale resulting in the emer¬ 


gence of a successor corporation, the 
creation or dissolution of subsidiaries 
or any other change in the corporation 
which may affect compliance obligations 
arising out of tire order. 

It is further ordered, That the cor¬ 
porate respondent shall forthwith dis¬ 
tribute a copy of this order to each of its 
operating divisions. 

It is further ordered , That the re¬ 
spondents shall within sixty (60) days 
after service upon them of this order, file 
with the Commission a report in writing 
setting forth in detail the manner and 
form in which they liave complied with 
this order. 

Issued: July 19, 1972. 

By the Commission. 

[seal] Charles A. Tobin, 

Secretary. 

JFR Doc.72 14141 Filed 8-24-72;8:47 am| 


[Docket No. 02247] 

part 13—prohibited trade 
PRACTICES 

McMahans Furniture Enterprises 
et al. 

Subpart—Advertising falsely or mis¬ 
leadingly: § 13.73 Formal regulatory and 
statutory requirements: 13.73-92 Truth 
in Lending Act; § 13.155 Prices: 
13.155-95 Terms and conditions; 13.155— 
95(a) Truth in Lending Act. Subpart— 
Misrepresenting oneself and goods— 
Goods: § 13.1623 Formal regulatory and 
statutory requirements: 13.1623-95 

Troth in Lending Act—Prices: 5 13.1823 
Terms and conditions: 13.1823-20 Truth 
in Lending Act. Subpart—Neglecting, un¬ 
fairly or deceptively, to make material 
disclosure: § 13.1852 Formal regulatory 
and statutory requirements: 13.1852-75 
Troth in Lending Act; § 13.1905 Terms 
and conditions: 13.1905-60 Truth in 
Lending Act. 

(Sec. 6. 38 Stat. 721; 15 US.C. 46. Interpret 
or apply sec. 5. 38 Stat. 719, as amended. 82 
Stat. 146, 147; 15 U.S.C. 45, 1601-1605) [Cease 
and desist order, McMahans Furniture En¬ 
terprises et al., Santa Monica, Docket No. 
C-2247, July 12.1972] 

In the Matter of McMahans Furniture 
Enterprises , a Partnership Trading 
and Doing Business as McMahans— 
Norwalk, and McMahans of Bakers¬ 
field, McMahans of Delano, Mc¬ 
Mahan of Inglewood, and McMahans 
of Bellflower, Corporations, Trading 
and Doing Business Under Their 
Own Names and as Copartners Trad¬ 
ing and Doing Business as Mc¬ 
Mahans Furniture Enterprises, a?id 
Raymond McLaughlin, Individually, 
and as a Copartner Trading and 
Doing Business as McMahans Furni¬ 
ture Enterprises, and I vers Furniture 
Co., a Corporation, and McMahans 
of Corcoran, a Corporation, and Mc¬ 
Mahans Furniture of Reno, Inc., a 
Corporation, and McMahans of 
Huntington Park, a Corporation , and 
McMahans of Redondo Beach, a Cor¬ 
poration Trading and Doing Busi¬ 
ness as McMahans of Latondalc, 
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and McMahan Furniture Co.—East 
Bakersfield—Taft, a Partnership, 
and McMahan Furniture Co. — Cul¬ 
ver City, a Partnership, and Mc¬ 
Mahan Furniture Co. — Crenshaw, a 
Partnership, and McMahans —DeZ 
Amo, a Partnership, and Jacqueline 
McMahan, Individually, and as a Co¬ 
partner Trading and Doing Business 
as McMahan Furniture Co.—East 
Bakersfield — Taft, as McMahan Fur¬ 
niture Co.—Culver City, as Mc¬ 
Mahan Furniture Co. — Crenshaw, 
and as McMahans—Del Arno, and 
James A. McMahan, Individually, 
and as an Officer of McMahans of 
Bakersfield, McMahans of Delano, 
McMahans of Inglewood, McMahans 
of Bellflower, I vers Furniture Co.. 
McMahans of Corcoran, McMahans 
Furniture of Reno, Inc., McMahans 
of Huntington Park, and McMahans 
of Redondo Beach, and as a Co¬ 
partner Trading and Doing Business 
as McMahan Furniture Co.—East 
Bakersfield — Taft, as McMahan Fur¬ 
niture Co.—Culver City, as Mc¬ 
Mahan Furniture Co. — Crenshaw, 
and as McMahans—Del Amo, and 
Trading and Doing Business as Mc¬ 
Mahans of Wasco, and as McMahans 
of Valley Plaza, and McMahans of 
Pasadena, a Corporation, and Mc¬ 
Mahans of North Hollywood, a Cor¬ 
poration, and McMahans of Van 
Nuys, a Corporation, and McMahans 
of Glendale, a Corporation, and Mc¬ 
Mahans of Eureka, a Corporation, 
and McMahans of San Fernando, a 
Corporation, and McMahans of Sac¬ 
ramento, a Corporation, and Mc¬ 
Mahans Furniture Co. — Redding, a 
Partnership, and McMahans of Bur¬ 
bank, a Corporation, as a Copartner 
Trading and Doing Business as Mc¬ 
Mahans Furniture Co. — Redding, 
and McMahans Furniture Co .— 
Klamath Falls, a Partnership, and 
McMahans of Lancaster, and Mc¬ 
Mahans of Marysville, Corporations , 
Trading and Doing Business Under 
Their Oion Names and as Copartners 
Trading and Doing Business as Mc¬ 
Mahans Furniture Co.—Klamath 
Falls, am I McMahans Furniture Co. 
of Van Nuys, a Partnership, and 
McMahan Furniture Co.—Chico No. 
34. a Partnership, and McMahans 
Furniture Co.—Reseda No. 22, a 
Partnership, and J. M. Schaaf, In¬ 
dividually, and as an Officer of Mc¬ 
Mahans of Huntington Park, Mc¬ 
Mahans of Pasadena, McMahans of 
North Hollywood, McMahans of Van 
Nuys, McMahans of Glendale, Mc¬ 
Mahans of Eureka. McMahans of 
Burbank, and McMahans of Lan¬ 
caster, and as a Copartner Trading 
and Doing Business cls McMahans 
Furniture Co. — Redding, and as Mc¬ 
Mahan Furniture Co.—Chico No. 34, 
and Julian A. Ganz, Jr., Individually, 
and as an Officer of McMahans of 
Glendale, McMahans of Eureka. Mc¬ 
Mahans of San Fernando, Mc¬ 
Mahans of Sacramento, McMahans 
of Lancaster, and McMahans of 
Marysville, and as a Copartner Trad¬ 
ing and Doing Business as Mc¬ 


Mahans Furniture Co. — Redding, as 
McMahans Furniture Co.—Klamath 
Falls, as McMahans Furniture Com¬ 
pany of Van Nuys, and as McMahan 
Furniture Co.—Chico No. 34, and 
Thomas E. Inch, Individually, and as 
a Copartner Trading and Doing 
BusiJiess as McMahans Furniture 
Company of Van Nuys, and as Mc¬ 
Mahans Furniture Co.—Reseda No. 
22, and Rebecca Inch, Individually, 
and as a Copartner Trading and 
Doing Business as McMahans Fur¬ 
niture Co.—Reseda No. 22, and Mc¬ 
Mahans of Baldwin Park, a corpora¬ 
tion, and McMahan Furniture Co .— 
Monrovia, a Partnership, and Mc¬ 
Mahans Furniture Co.—El Monte, a 
Partnership, and McMahan Furni¬ 
ture Co. — Alhambra, a Partnership 
Trading and Doing Business as Mc¬ 
Mahan Furniture Co. — Azusa, and 
Raymond E. McCasline, and Mar¬ 
jorie McCasline, Individually, and as 
Officers of McMahans of Baldwin 
Park, and as Copartners Trading and 
Doing Business as McMahan Furni¬ 
ture Co. — Monrovia, as McMahans 
Furniture Co.—El Monte, and as 
McMahan Furniture Co. — Alhambra, 
and McMahans of East Long Beach, 
a Corporation, and McMahans of 
San Pedro, a Corporation, and Mc¬ 
Mahans Furniture Company of Long 
Beach, a Partnership, and Delia J. 
McMahan, Individually, and as an 
Officer of McMahans of East Long 
Beach, and McMahans of San Pedro, 
and- as a Copartner Trading and 
Doing Business as McMahans Furni¬ 
ture Company of Long Beach, and 
Jesslyn Pesante, and Janice Pesante, 
Individually, and as Copartners 
Trading and Doing Business as Mc¬ 
Mahans Furniture Company of Long 
Beach, and McMahans Furniture 
Co. — Wilmington, a Partnership, and 
Dale Corporation, and R. H. Pesante 
Corporation, Corporations . as Co¬ 
partners Trading and Doing Busi¬ 
ness as McMahans Furniture Co .— 
Wilmington, and Russel H. Pesante, 
Individually, and as an Officer of 
Dale Corporation, and R. H. Pesante 
Corporation, and as a Copartner 
Trading and Doing Business as Mc¬ 
Mahans Furniture Co.—Wilmington 

Consent order requiring a Santa 
Monica, Calif., furniture retailer and 43 
related furniture retailers, among other 
things, to cease violating the Truth in 
Lending Act by failing to disclose to cus¬ 
tomers the annual percentage rate, the 
total number of payments, the method 
of computing penalty charges, the cash 
price, the unpaid balance of the cash 
price, the deferred payment price, the 
cash downpayment required and other 
disclosures by Regulation Z of the said 
Act. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered, That the respondents 
McMahans Furniture Enterprises, a 
partnership trading and doing business 
as McMahans—Norwalk, and McMahans 
of Bakersfield, McMahans of Delano, 
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McMahans of Inglewood, and McMahans 
of Bellflower corporations, trading and 
doing business under their own names 
and as copartners trading and doing 
business as McMahans Furniture Enter¬ 
prises, and their officers, and Raymond 
McLaughlin, individually, and as a co¬ 
partner trading and doing business as 
McMahans Furniture Enterprises, and 
Ivers Furniture Co., a corporation, and 
its officers, and McMahans of Corcoran, a 
corporation, and its officers, and Mc¬ 
Mahans Furniture of Reno, Inc., a cor¬ 
poration, and its officers, and McMahans 
of Huntington Park, a corporation, and 
its officers, and McMahans of Redondo 
Beach, a corporation trading and doing 
business as McMahans of Lawndale, and 
its officers, and McMahans Furniture 
Co.—East Bakersfield—Taft, a partner¬ 
ship, and McMahan Furniture Co.—Cul¬ 
ver City, a partnership, and McMahan 
Furniture Co.—Crenshaw, a pamership, 
and McMahans—Del Amo, a partner¬ 
ship, and Jacqueline McMahan, individ¬ 
ually, and as a copartner trading and 
doing business as McMahan Furniture 
Co.—East Bakersfield—Taft, McMahan 
Furniture Co.—Culver City, McMahan 
Furniture Co.—Crenshaw, and Mc¬ 
Mahans—Del Amo, and James A. Mc¬ 
Mahan, individually, and as an officer 
of McMahans of Bakersfield, McMahans 
of Delano, McMahans of Inglewood, Mc¬ 
Mahans of Bellflower, Ivers Furniture 
Co., McMahans of Corcoran, McMahans 
Furniture of Reno, Inc., McMahans of 
Huntington Park, and McMahans of Re¬ 
dondo Beach, and as a copartner trading 
and doing business as McMahan Furni¬ 
ture Co.—East Bakersfield—Taft, as Mc¬ 
Mahan Furniture Co.—Culver City, as 
McMahan Furniture Co.—Crenshaw, 
and as McMahans—Del Amo, and trad¬ 
ing and doing business as McMahans of 
Wasco, and as McMahans of Valley 
Plaza, and McMahans of Pasadena, a 
corporation, and its officers, and Mc¬ 
Mahans of North Hollywood, a corpora¬ 
tion, and its officers, and McMahans 
of Van Nuys. a corporation, and its 
officers, and McMahans of Glendale, a 
corporation, and its officers, and Mc¬ 
Mahans of Eureka, a corporation, and 
its officers, and McMahans of San Fer¬ 
nando, a corporation, and its officers, 
and McMahans of Sacramento, a cor¬ 
poration. and its officers, and McMahans 
Furniture Co.—Redding, a partnership, 
and McMahans of Burbank, a corpora¬ 
tion, as a copartner trading and doing 
business as McMahans Furniture Co.— 
Redding, and its officers, and McMahans 
Furniture Co.—Klamath Falls, a part¬ 
nership. and McMahans of Lancaster, 
and McMahans of Marysville, corpora¬ 
tions, trading and doing business under 
their own names and as copartners trad¬ 
ing and doing business as McMahans 
Furniture Co.—Klamath Falls, and their 
officers, and McMahans Furniture Co. 
of Van Nuys, a partnership, and Mc¬ 
Mahan Furniture Co.—Chico No. 34, a 
partnership, and McMahans Furniture 
Co.—Reseda No. 22, a partnership, and 
J. M. Schaaf, individually, and as an 
officer of McMahans of Huntington 
Park, McMahans of Pasadena, Mc- 
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Mahans of North Hollywood. McMahans 
of Van Nuys, McMahans of Glendale, 
McMahans of Eureka, McMahans of 
Burbank, and McMahans of Lancaster, 
and as a copartner trading and doing 
business as McMahans Furniture Co.— 
Redding, and as McMahan Furniture 
Co.—Chico No. 34, and Julian A. Ganz, 
Jr., individually, and as an officer of Mc¬ 
Mahans of Glendale, McMahans of 
Eureka, McMahans of San Fernando, 
McMahans of Sacramento, McMahans 
of Lancaster, and McMahans of Marys¬ 
ville, and as a copartner trading and 
doing business as McMahans Furniture 
Co.—Redding, as McMahans Furniture 
Co.—Klamath Falls, as McMahans 
Furniture Co. of Van Nuys, and as Mc¬ 
Mahan Furniture Co.—Chico No. 34, and 
Thomas E. Inch, individually and as a 
copartner trading and doing business as 
McMahans Furniture Co. of Van Nuys, 
and as McMahans Furniture Co.—Re¬ 
seda No. 22, and Rebecca Inch, individ¬ 
ually and as a corpartner trading and 
doing business as McMahans Furniture 
Co.—Reseda No. 22, and McMahans of 
Baldwin Park, a corporation, and its 
officers, and McMahan Furniture Co.— 
Monrovia, a partnership, and McMahans 
Furniture Co.—Alhambra, a partnership 
trading and doing business as Mc¬ 
Mahan Furniture Co.—Azusa, and Ray¬ 
mond E. McCasline. and Marjorie Mc- 
Casline, individually, and as officers of 
McMahans of Baldwin Park, and as co¬ 
partners trading and doing business as 
McMahan Furniture Co.—Monrovia, as 
McMahans Furniture Co.—El Monte, and 
as McMahan Furniture Co.—Alhambra, 
and McMahans of East Long Beach, a 
corporation, and its officers, and Mc¬ 
Mahans of San Pedro, a corporation, and 
its officers, and McMahans Furniture 
Co. of Long Beach, a partnership, and 
Delia J. McMahan, individually, and as 
an officer of McMahans of East Long 
Beach, and McMahans of San Pedro, 
and as a corpartner trading and doing 
business as McMahans Furniture Co. of 
Long Beach, and Jesslyn Pesante, and 
Janice Pesante, individually, and as co¬ 
partners trading and doing business as 
McMahans Furniture Co. of Long Beach, 
and McMahans Furniture Co.—Wil¬ 
mington, a partnership, and Dale Corp., 
and R. H. Pesante Corp., corporations, 
as copartners trading and doing business 
as McMahans Furniture Co.—Wilming¬ 
ton, and their officers, and Russel H. 
Pesante, individually, and as an officer 
of Dale Corp., and R. H. Pesante Corp., 
and as a copartner trading and doing 
business as McMahans Furniture Co.— 
Wilmington, and respondents’ repre¬ 
sentatives. agents, and employees, their 
successors and assigns, directly or 
through any corporation, subsidiary, di¬ 
vision, or other device, in connection 
with any extension of consumer credit 
or any advertisement to aid, promote, or 
assist directly or indirectly any extension 
of consumer credit, as “consumer credit” 
and “advertisement” are defined in Reg¬ 
ulation Z (12 CFR Part 226) of the 
Truth in Lending Act (Public Law 90- 
321, 15 U.S.C. 1601 et seq.), do forthwith 
cease and desist from: 


RULES AND REGULATIONS 

1. Failing to make the required dis¬ 
closures clearly, conspicuously, and in 
meaningful sequence, as prescribed by 
§ 226.6(a) of Regulation Z. 

2. Failing to disclose the conditions 
under which a finance charge may be 
imposed, including an explanation of the 
time period, if any, within which any 
credit extended may be paid without in¬ 
curring a finance charge, as prescribed 
by § 226.7(a) (1) of Regulation Z. 

3. Failing to disclose the method of 
determining the balance upon which a 
finance charge may be imposed, as pre¬ 
scribed by § 226.7(a) (2) of Regulation Z. 

4. Failing to disclose the minimum pe¬ 
riodic payment required, as prescribed 
by § 226.7(a) (8) of Regulation Z. 

5. Failing to set forth payments and 
credits, using those terms, as prescribed 
by § 226.7(b) (3) of Regulation Z. 

6. Failing to set forth the balance on 
which the finance charge was computed, 
and a statement of how that balance was 
determined, as prescribed by § 226.7(b) 
(8) of Regulation Z. 

7. Failing to set forth the closing date 
of the billing cycle or a statement of the 
date by which, or the period, if any, 
within which, payment must be made to 
avoid additional finance charges, as pre¬ 
scribed by § 226.7(b) (9) of Regulation Z. 

8. Failing to disclose on the face of 
the periodic statement the annual per¬ 
centage rates and the amount of the bal¬ 
ance to which each rate is applicable, as 
prescribed by § 226.7(c)(1) of Regula¬ 
tion Z. 

9. Failing to make a reference to the 
balance on which the finance charge was 
computed, in conjunction with the dis¬ 
closures of the periodic rates and the an¬ 
nual percentage rates, either together 
on the face or reverse side of the periodic 
statement, or on the face of a single sup¬ 
plemental statement accompanying the 
periodic statement, as prescribed by 
§ 226.7(c) (2) of Regulation Z. 

10. Disclosing the periodic rates, the 
annual percentage rates, the statement 
of how the balance on which the finance 
charge was computed was determined, or 
the statement of the period within which 
payment must be made to avoid addi¬ 
tional finance charges, on the reverse 
side of the periodic statement without 
incorporating verbatim on the face 
thereof the following notice: Notice: See 
reverse side for important information, 
as prescribed by § 226.7(c) (3) of Regula¬ 
tion Z. 

11. Separating the disclosures so as to 
confuse or mislead the customer or ob¬ 
scure or detract attention from the in¬ 
formation required to be disclosed, in vi¬ 
olation of § 226.7(c) (4) of Regulation Z. 

12. Disclosing the method of comput¬ 
ing the amount of any delinquency 
charges payable in the event of late 
payments, the description or identifica¬ 
tion of the type of security interest to be 
retained by the creditor in connection 
with the extension of credit, the identi¬ 
fication of the method of computing any 
unearned portion of the finance charge 
in the event of prepayment of the obli¬ 
gation, or any other required disclosure, 
on the back of retail installment sales 


contracts, while making other required 
disclosures on the front of the said con¬ 
tracts, without making the statement, 
“Notice: See other side for important 
information,” on both sides providing the 
place for the customer’s signature fol¬ 
lowing the full content of the document, 
as prescribed by § 226.8 of Regulation z! 

13. Failing to disclose the number of 
payments scheduled to repay the indebt¬ 
edness, and the sum of such payments 
using the term “total of payments,” as 
prescribed by § 226.8(b) (3) of Regula¬ 
tion Z. 

14. Failing to use the term “cash price” 
to describe the cash price of the property 
purchased, as prescribed by § 226.8(c) (1) 
of Regulation Z. 

15. Failing to use the term “cash down- 
payment” to describe the amount of the 
downpayment in money, as prescribed by 
§ 226.8(c) (2) of Regulation Z. 

16. Failing to use the term “unpaid 
balance of cash price” to describe the dif¬ 
ference between the cash price and the 
total downpayment, as prescribed by 
§ 226.8(c) (3) of Regulation Z. 

17. Failing to use the term “unpaid 
balance” to describe the sum of the un¬ 
paid balance of cash price and all other 
charges which are included in the amount 
financed but which are not part of the 
finance charge, as prescribed by § 226.8 
(c) (5) of Regulation Z. 

18. Failing to use the term “amount 
financed” to describe the difference be¬ 
tween the unpaid balance and any 
amounts required to be deducted under 
paragraph (e) of § 226.8 of Regulation 
Z, as prescribed by § 226.8(c) (7) of Regu¬ 
lation Z. 

19. Failing to use the term “deferred 
payment price” to describe the sum of 
the cash price, all other charges which 
are included in the amount financed but 
which are not part of the finance charge, 
and the finance charge, as prescribed by 
§ 226.8(c) (8) (ii) of Regulation Z. 

20. Failing to set forth in periodic bill¬ 
ing statements the annual percentage 
rate or rates, as prescribed by § 226.8(n) 
(1) of Regulation Z. 

21. Representing, directly or by impli¬ 
cation, in any advertisement, as “ad¬ 
vertisement” is defined in Regulation Z, 
any of the terms described in § 226.7(a) 
of Regulation Z, the Comparative Index 
of Credit Cost, or that no downpayment, 
a specified downpayment, or a specified 
periodic payment is required or any of 
the following items unless it also clearly 
and conspicuously sets forth all the fol¬ 
lowing items in terminology prescribed 
under § 226.7(b) of Regulation Z: 

(i) An explanation of the time period, 
if any, within which any credit extended 
may be paid without incurring a finance 
charge. 

(ii) The method of determining the 
balance upon which a finance charge 
may be imposed. 

(Hi) The method of determining the 
amount of the finance charge, including 
the determination of any minimum, 
fixed, check service, transaction, activity, 
or similar charge, which may be imposed 
as a finance charge. 
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(iv) Where one or more periodic rates 
may be used to compute the finance 
charge, each such rate, the range of bal¬ 
ances to which it is applicable, and the 
corresponding annual percentage rate 
determined by multiplying the periodic 
rate by the number of periods in a year. 

(v) The conditions under which any 
other charges may be imposed, and the 
method by which they will be determined. 

(vi) The minimum periodic payments 
required. 

22. Failing, in any consumer credit 
transaction or advertisement, to make 
all disclosures, determined in accord¬ 
ance with §5 226.4 and 226.5 of Reg¬ 
ulation Z, in the manner, form and 
amount required by §§ 226.6, 226.8, 226.9, 
and 226.10 of Regulation Z. 

It is further ordered, That the respond¬ 
ent corporations shall forthwith dis¬ 
tribute a copy of tills order to each of 
their operating divisions. 

It is further ordered , That respondents 
deliver a copy of this order to cease and 
desist to all present and future personnel 
of respondents engaged in the consum¬ 
mation of any extension of consumer 
credit or in any aspect of preparation, 
creation, or placing of advertising, and 
that respondents secure a signed state¬ 
ment acknowledging receipt of said or¬ 
der from each such person. 

It is further ordered, That respondents 
notify the Commission at least thirty 
<30> days prior to any proposed change 
in respondents* business such as dissolu¬ 
tion. assignment, or sale resulting in the 
emergence of a successor business, cor¬ 
poration, or otherwise, the creation of 
subsidiaries, or any other change which 
may affect compliance obligations aris¬ 
ing out of this order. 

It is further ordered. That respondents 
herein shall, within sixty (60) days after 
service upon them of this order, file 
with the Commission a report in writing, 
setting forth in detail the manner and 
form in which they have complied with 
this order. 

Issued: July 12,1972. 

By the Commission. 

1 seal] Charles A. Tobin. 

Secretary. 

IFR Doc.72-14500 Filed 8-24-72:8:52 am) 


[Docket No. C-22491 

PART 13—prohibited trade 
PRACTICES 

Miss Mayfair Casuals, lnc. r et al. 

Subpart—Invoicing products falsely: 
513.1108 Invoicing products falsely: 
13.1108-45 Fur Products Labeling Act. 
Subpart—Misbranding or mislabeling: 
§ 13.1185 Composition: 13.1185-30 Fur 
Products Labeling Act; § 13.1212 Formal 
regulatory and statutory requirements: 
13.1212—30 Fur Products Labeling Act. 
Subpart—Neglecting, unfairly or decep¬ 
tively, to make material disclosure: 
5 13.1852 Formal regulatory and statu¬ 
tory requirements: 13.1852-35 Fur prod¬ 
ucts Labeling Act. 


RULES AND REGULATIONS 

(Sec. 6. 38 Stat. 721; 15 U.S.C. 46. Interpret 
or apply sec. 5, 38 Stat. 719, as amended, sec. 
8, 65 Stat. 179: 15 U.S.C. 45. 69f) [Cease and 
desist order. Miss Mayfair Casuals, Inc., et 
al., New York, N.Y., Docket No. C-2249. 
July 19.1972J 

In the Matter of Miss Mayfair Casuals, 
Inc., and Miss Mayfair Originals, 
Inc., Corporations, and Sidney Staff 
and Edward Sharkey Individually 
and as Officers of Said Corporations 

Consent order requiring a New York 
City manufacturer of fur products to 
cease misbranding and deceptively in¬ 
voicing its merchandise. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered. That the respondents 
Miss Mayfair Casuals, Inc., and Miss 
Mayfair Originals, Inc., corporations, 
their successors and assigns, and their 
officers, and Sidney Staff and Edward 
Sharkey, individually and as officers of 
said corporations and respondents* rep¬ 
resentatives, agents, and employees, di¬ 
rectly or through any corporation, sub¬ 
sidiary, division, or other device, in con¬ 
nection with the introduction, or manu¬ 
facture for introduction, into commerce, 
or the sale, advertising, or offering for 
sale in commerce, or the transportation 
or distribution in commerce, of any fur 
product; or in connection with the man¬ 
ufacture for sale, sale, advertising, offer¬ 
ing for sale, transportation or distribu¬ 
tion, of any fur product which is made in 
whole or in part of fur which has been 
shipped and received in commerce, as the 
terms 4 ‘commerce,** “fur,” and “fur prod¬ 
uct” are defined in the Fur Products La¬ 
beling Act, do forthwith cease and desist 
from: 

A. Misbranding any fur product by: 

1. Representing directly or by implica¬ 
tion on a label that the fur contained in 
such fur product is natural when such 
fur is pointed, bleached, dyed, tip-dyed, 
or otherwise artificially colored. 

2. Failing to affix a label to such fur 
product showing in words and hi figures 
plainly legible all of the information re¬ 
quired to be disclosed by each of the sub¬ 
sections of section 4(2) of the Fur Prod¬ 
ucts Labeling Act. 

B. Falsely or deceptively invoicing any 
fur product by: 

1. Failing to furnish an invoice, as the 
term “invoice** is defined in the Fur 
Products Labeling Act, showing in words 
and figures plainly legible all the infor¬ 
mation required to be disclosed by each 
of the subsections of section 5(b)(1) of 
the Fur Products Labeling Act. 

2. Representing, directly or by implica¬ 
tion, on an invoice that the fur contained 
in such fur product Ls natural when such 
fur is pointed, bleached, dyed, tip-dyed, 
or otherwise artificially colored. 

It is further ordered. That respondents 
notify the Commission at least 30 days 
prior to any proposed change in the cor¬ 
porate respondents such as dissolution, 
assignment, or sale resulting in the emer¬ 
gence of a successor corporation, the 
creation or dissolution of subsidiaries or 
any other change in the corporations 
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which may affect compliance obligations 
arising out of the order. 

It is further ordered. That the re¬ 
spondent corporations shall forthwith 
distribute a copy of this order to each of 
its operating divisions. 

It is further ordered. That respondents 
shall, within sixty (60) days after service 
upon them of this order, file with the 
Commission a report in writing, setting 
forth in detail the manner and form in 
which they have complied with the order 
to cease and desist contained herein. 

Issued: July 19. 1972. 

By the Commission. 

[seal] Charles A. Tobin, 

Secretary . 

|FR Doc.72-14142 Filed 8-24-72;8:47 ami 


[Docket No. C-2246] 

PART 13—prohibited trade 
PRACTICES 

Neighborhood Periodical Club, Inc. 

Subpart—Misrepresenting oneself and 
goods—Business Status, Advantages or 
Connections: § 13.1395 Connections and 
arrangements with others; § 13.1520 
Personnel or staff: Misrepresenting one¬ 
self and goods—Goods: § 13.1625 Free 
goods or services ; Misrepresenting one¬ 
self and goods—Prices: § 13.1805 Exag¬ 
gerated as regular and customary. Sub¬ 
part—Neglecting, unfairly or deceptively, 
to make material disclosure: § 13.1882 
Prices ; § 13.1905 Terms and conditions. 
Subpart—Securing signatures wrong¬ 
fully: § 13.2175 Securing signatures 

wrongfully. Subpart—Threatening suits, 
not in good faith: § 13.2264 Delinquent 
debt collection. 

(Sec. 6, 38 Stat. 721: 15 US.C. 46. Interprets 
or applies sec. 5, 38 Stat. 719, as amended; 
15 U.S.C. 45) [Cease and desist order, Neigh¬ 
borhood Periodical Club, Inc., Pittsburgh, 
Pa., Docket No. C-2246, July 11, 1972] 

In the Matter of Neighborhood Periodical 
Club, Inc., a Corporation 

Consent order requiring a Cincinnati, 
Ohio, seller and distributor of magazines 
and periodicals to cease, among other 
things, representing salesmen were con¬ 
ducting surveys or representing bona fide 
noncommercial organizations, when in 
fact, they were selling magazine sub¬ 
scriptions: representing publications and 
gift subscriptions as being free, when in 
fact, their cost was included in the price 
of the subscription contract; failing to 
cancel, upon request, a contract when 
representation has been made that the 
contract will be cancellable; misrepre¬ 
senting the nature, kind, or legal char¬ 
acteristics, of any document; represent¬ 
ing that any price is a special or reduced 
price unless it constitutes a significant 
reduction from respondent’s established 
selling price; misrepresenting the action 
to be taken to effect payment of any al¬ 
leged debt; and failing to disclose on any 
sales contract, adjacent to the customer’s 
signature, the total cash price, the down- 
payment, the unpaid balance, and the 
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number or period of payments scheduled. 

The order to cease and desist, including 
further order requiring report of com¬ 
pliance therewith, is as follows: 

It is ordered , That respondent Neigh¬ 
borhood Periodical Club, Inc., a corpora¬ 
tion, and its officers, representatives, em¬ 
ployees, successor or assigns, franchisees, 
subfranchisees, salesmen, agents, or so¬ 
licitors, and the men, agents, or solicitors 
engaged by or through respondents’ 
franchisees or subfranchisees, directly or 
through any corporate or other device, 
in connection with the advertising, offer¬ 
ing for sale, sale or distribution of maga¬ 
zines or any other publications or mer¬ 
chandise, or subscription to purchase any 
such magazines or services, or in the 
collection or attempted collection of any 
delinquent or other subscription contract 
or other account, in commerce, as “com¬ 
merce” is defined in the Federal Trade 
Commission Act, do forthwith cease and 
desist from: 

1. Representing, directly or indirectly, 
that respondents are primarily conduct¬ 
ing or participating in any survey, quiz, 
or contest, or primarily are engaged in 
any activity other than soliciting busi¬ 
ness; or misrepresenting, in any manner, 
the purpose of the call or solicitation. 

2. Representing, directly or indirectly, 
that any offer to sell said products or 
services is being made only to specially 
selected persons; or misrepresenting, in 
any manner, the persons or class of per¬ 
sons afforded the opportunity of purchas¬ 
ing respondents’ products or services. 

3. Representing that any sale or serv¬ 
ice is being performed for any orga¬ 
nization individual, or firm other than 
one engaged in soliciting magazine sub¬ 
scriptions; or misrepresenting, in any 
manner, the identity of the solicitor or of 
his tea and of the business they are 
engaged in. 

4. Representing, directly or indirectly, 
that any merchandise or service is free, 
or is provided as a gift to either the sub¬ 
scriber or a person designated by him, or 
without cost or that any merchandise or 
service can be obtained free or as a gift 
or without cost or charge, in connection 
with the purchase of, or agreement to 
purchase any merchandise, or combina¬ 
tion of merchandise or service, unless the 
stated price of the merchandise or serv¬ 
ice or combination thereof required to be 
purchased in order to obtain such free 
merchandise or gift is the same or less 
than the customary and usual price at 
which such merchandise or service or 
combination thereof required to be pur¬ 
chased has been sold separately from 
such free or gift item, for a substantial 
period of time in the recent and regular 
course of business in the trade area in 
which the representation is made. 

5. Representing that any price is a 
special or reduced price unless it consti¬ 
tutes a significant reduction from re¬ 
spondent’s established selling price at 
which such product or service has been 
sold in substantial quantities in the 
recent and regular course of trade; or 
misrepresenting, in any manner, the sav¬ 
ings which will be accorded or made 
available to purchasers, or that any price 
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for any product or service covers only 
the cost of mailing, handling, editing, 
printing, or any other element of cost, 
or is at or below cost. 

6. Refusing or failing upon request to 
cancel a contract when the representa¬ 
tion has been made, either directly or 
indirectly, that the contract will be 
cancelable. 

7. Failing, clearly and unqualifiedly, to 
reveal at the initial contact or solicita¬ 
tion, and at all subsequent contacts or 
solicitations, of purchasers or prospective 
purchasers, whether directly or in¬ 
directly, or by telephone, written or 
printed communication, or person-to- 
person, that the purpose of such contact 
or solicitation is to sell publications, 
products, or services, as the case may be, 
which purpose shall be identified with 
particularity at the time of each such 
contact or solicitation. 

8. Making any reference or statement 
concerning “50 cents per week,” “60 
months,” or any other statement as to a 
sum of money or duration or period of 
time in connection with a subscription 
contract or other purchase agreement 
which does not in fact provide, at the op¬ 
tion of the purchaser, for the payment 
of the stated sum, at the stated interval, 
and over the stated duration or period of 
time; or misrepresenting, in any manner, 
the terms, conditions, method, rate or 
time of payment actually made available 
to purchasers or prospective purchasers. 

9. Representing, directly or indirectly, 
that a subscription contract or other pur¬ 
chase agreement is a “preference list,” 
“guarantee,” “route slip,” or any kind 
of document other than a contract or 
agreement; or misrepresenting, in any 
manner, the nature, kind, or legal char¬ 
acteristics of any document. 

10. Failing, clearly and unqualifiedly, 
to reveal orally to each purchaser or pro¬ 
spective purchaser before execution, and 
in writing on each document, the iden¬ 
tity, and nature of any document, such 
as a “contract” they are requested or re¬ 
quired to execute in connection with the 
purchase of any product or service; and 
orally that the terms of any such docu¬ 
ment are binding on the parties to the 
document. 

11. Harassing customers in order to 
effect payment of any account by any 
means, including the following: 

(a) Repeated telephone calls within 
the same day or week, abusive telephone 
calls, or telephone calls at unreasonable 
hours. 

(b) The use of forms or any other 
items of printed or written matter pur¬ 
porting to be legal documents or process. 

(c) Representations, direct or in¬ 
direct, that in the event of nonpayment 
or delinquency of any account or alleged 
debt arising from any subscription con¬ 
tract or other purchase agreement, the 
general or public credit rating or stand¬ 
ing of any person may be adversely af¬ 
fected, unless respondents refer the in¬ 
formation concerning such delinquency 
to a bona fide credit reporting agency. 

(d) Representing that legal action 
may be instituted unless it Is intended 
in good faith that such legal action be 


instituted; or misrepresenting in any 
manner the action to be taken or results 
of any action which may be taken to 
effect payment of any such account or 
alleged debt. 

12. Contracting for any sale in the 
form of a subscription contract or other 
purchase agreement which shall become 
binding on the purchaser prior to a 
period of time not less than 72 hours 
after the date of signing by the pur¬ 
chaser. 

13. Failing to disclose orally prior to 
the time of sale, and in writing on any 
subscription contract or other agreement 
with such conspicuousness and clarity as 
will be likely to be observed and read by 
such purchaser, that the purchaser may 
rescind or cancel the sale by directing or 
mailing a notice of cancellation to re¬ 
spondent’s or seller’s address prior to 72 
hours after the date of signing by the 
purchaser. 

14. Failing to provide either on the 
contract or on a separate sheet a clearly 
understandable form which the pur¬ 
chaser may use as a notice of cancella¬ 
tion. 

15. If coupon books are used, failing to 
include with each coupon book furnished 
to a subscriber: 

(a) A legend, on the cover, stating 
“check the number of coupons in this 
book and their amounts against your 
original subscription contract: (See page 
D.” 

(b) A statement, on the first separate 
inside page, showing the total number of 
coupons in the book, the dollar amount 
of each coupon and the total dollar 
amount of all such coupons; 

(c) The address, on the cover or first 
separate inside page, of respondent, its 
successors, assigns, or seller of the 
products. 

16. Failing to furnish to each sub¬ 
scriber at the time of his signing of the 
subscription contract a duplicate original 
of the contract showing the exact num¬ 
ber and name of the magazines or other 
publications to which the purchaser is 
subscribing, the number of issues for 
each, and the total price for each maga¬ 
zine subscription and for all such 
magazines, provided, however, as an al¬ 
ternative, the total price for each maga¬ 
zine subscription may be furnished on a 
separate schedule attached to each of 
said contracts. 

17. Canceling a subscription contract 
for any reason other than a breach by 
the subscriber without either arranging 
for the delivery of publications already 
paid for or promptly refunding money 
on a pro rata basis for all undelivered 
issues of publications for which payment 
has been made in advance. 

18. In the event of the discontinuance 
of publication, or other unavailability, of 
any magazines subscribed for, at any 
time during the life of the contract, fail¬ 
ing to offer the subscriber the right to 
substitute one or more magazines or 
other publications, or the extension of 
subscription periods of magazines al¬ 
ready selected. 

19. Failing or refusing to cancel, at 
the subscriber’s request all or any por- 
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tion of a subscription contract whenever 
respondent in good faith finds that any 
misrepresentation prohibited by this 
order has been made. 

20. Failing to clearly, conspicuously, 
and adequately designate and disclose 
both orally, and in writing on the sub¬ 
scription contract on the same side of 
the page and above or adjacent to the 
place for the customer’s signature: 

(a) The total cash price, 

(b) The downpayment, 

(c) The unpaid balance of the cash 
price, 

(d) The amount financed, if any, 

(e) The rate of the finance charge, if 
any, expressed as the annual percentage 
rate, and 

(f) The number, amount, and due 
dates or period of payments scheduled to 
satisfy the payment of the contract. 

21. P^umishing or otherwise placing in 
the hands of others the means and in¬ 
strumentalities by and through which the 
public may be misled or deceived in the 
manner or by the acts and practices pro¬ 
hibited by this order. 

It is further ordered , 

(a) That respondent herein deliver, or 
have delivered, a copy of this order, or 
the contents of this order, to each of its 
present and future dealers or franchisees, 
licensees, employees, salesmen, agents, 
solicitors, independent contractors, or 
other representatives who sell, promote, 
or distribute the products or services in¬ 
cluded in this order. 

ib) That respondent herein deliver 
or have delivered to each person so de¬ 
scribed in paragraph (a) above a form 
clearly stating such person's intention to 
be bound by and to conform his business 
practices to the requirements of this 
order, a copy of which shall be forwarded 
to the respondent. 

(c) That respondent inform or have 
informed all such present and future 
dealers or franchisees, licensees, em¬ 
ployees, salesmen, agents, solicitors, in¬ 
dependent contractors, or other repre¬ 
sentatives who sell, promote, or distribute 
the products or services included in this 
order that the respondent shall not use 
any third party, or the services of any 
third party for the solicitation of maga¬ 
zine subscriptions unless such third party 
agrees that it will be bound by the pro¬ 
visions contained in this order and the 
respondent is so informed. 

(d) If such third party will not so 
agree the respondent shall not use such 
third party or the services of such third 
party to solicit subscriptions. 

(e) That respondent so inform or have 
Informed the persons so engaged that the 
respondent is obligated by this order to 
discontinue dealing with those persons 
who continue on their own the deceptive 
acts or practices prohibited by this order. 

(f) That respondent institute a pro¬ 
gram of continuing surveillance to re¬ 
veal whether the business operations of 
each of said persons so engaged con¬ 
form to the requirements of this order; 
and 

(g) That respondent upon receiving 
information or knowledge from any 
source concerning two or more bona fide 
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complaints prohibited by this order 
against any franchisee, his employees or 
agents during any 1-month period will be 
responsible for either ending said prac¬ 
tices or securing the termination of the 
franchisee or the employment of the 
offending employee or agent. 

It is further ordered, That respondent 
herein shall notify the Commission at 
least 30 days prior to any proposed 
change in the corporate respondent such 
as dissolution, assignment, or sale result¬ 
ing in the emergence of a successor cor¬ 
poration, the creation or dissolution 
which may affect compliance obligations 
arising out of the order. 

It is further ordered. That respondent 
herein shall, within sixty (60) days after 
service upon it of this order, file with 
the Commission a report in writing set¬ 
ting forth the manner and form in which 
it has complied with this order. 

Issued: July 11, 1972. 

By the Commission. 1 

[seal! Charles A. Tobin, 

Secretary . 

[FR Doc. 72-14498 Filed 8-24-72;8:52 anil 
[ Docket No. 8819-ol 

PART 13—prohibited trade 
PRACTICES 

Pfizer, Inc. 

Correction 

In F.R. Doc. 72-13001 appearing on 
page 16602 of the issue for Thursday, 
August 17, 1972, the line “The order dis¬ 
missing the complaint is as follows:” is 
to be inserted as a separate paragraph 
before the first ordering paragraph. 


1 Docket No. C-22571 

PART 13—PROHIBITED TRADE 
PRACTICES 

Southland Beauty Supply, Inc., et al. 

Subpart—Importing, selling, or trans¬ 
porting flammable w r ear: § 13.1060 Im- 
porting, selling, or transporting flamma¬ 
ble wear . 

(Sec. 6. 38 Stat. 721; 15 U.S.C. 46. Interpret 
or apply sec. 5, 38 Stat. 719, as amended, 67 
Stat. HI, as amended; 15 U.S.C. 45, 1191) 

| Cease and desist order. Southland Beauty 
Supply, Inc., et al., Fort Worth, Tex., Docket 
No. C-2257, July 20, 1972] 

In the Matter of Southland Beauty 
Supply, Inc., a Corporation; South¬ 
land Beauty Supply of Abilene, Inc., 
a Corporation; Southland Beauty 
Supply of Dallas, Inc., a Corpora¬ 
tion; Southland Beauty Supply of 
Wichita Falls, Inc., a Corporation; 
Southland Beauty Supply of Hous¬ 
ton, Inc., a Corporation; and 
Roger D . Smith , Individually and as 
an Officer of Each of Said Corpora¬ 
tions 

Consent order requiring five Texas 
corporations selling beauty supplies to 
cease importing, selling, or transporting 


1 Chairman Kirkpatrick not participating. 


17169 

any product, fabric, or related material 
which fails to conform to any applicable 
standard or regulation issued or amended 
under provisions of the Flammable Fab¬ 
rics Act. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered. That respondents South¬ 
land Beauty Supply, Inc.; Southland 
Beauty Supply of Abilene, Inc.; South¬ 
land Beauty Supply of Dallas. Inc.; 
Southland Beauty Supply of Wichita 
Falls, Inc.; Southland Beauty Supply of 
Houston, Inc.; corporations, and Roger D. 
Smith, individually and as an officer of 
said corporations, and respondents’ rep¬ 
resentatives, agents, and employees, suc¬ 
cessors and assigns, directly or through 
any corporate or other device, do forth¬ 
with cease and desist from selling or 
offering for sale, in commerce, or import¬ 
ing into the United States, or introduc¬ 
ing, delivering for introduction, trans¬ 
porting or causing to be transported, in 
commerce, or selling or delivering after 
sale or shipment in commerce any prod¬ 
uct, fabric, or related material; or sell¬ 
ing or offering for sale any product made 
of fabric or related material which has 
been shipped or received in commerce, as 
“commerce,” “product,” “fabric.” and 
“related material” are defined in the 
Flammable Fabrics Act, as amended, 
which product, fabric or related material 
fails to conform to any applicable stand¬ 
ard or regulation continued in effect, 
issued or amended under the provisions 
of the aforesaid Act. 

It is further ordered . That respondents 
notify all of their customers who have 
purchased or to whom have been de¬ 
livered the products which gave rise to 
this complaint of the flammable nature 
of said products, and effect recall of said 
products from such customers. 

It is further ordered. That the re¬ 
spondents herein either process the prod¬ 
ucts which gave rise to the complaint so 
as to bring them into conformance with 
the applicable standard of flammability 
under the Flammable Fabrics Act, as 
amended, or destroy said products. 

It is further ordered. That the re¬ 
spondents herein shall within ten (10) 
days after service upon them of this 
order, file with the Commission a special 
report in writing setting forth the re¬ 
spondents’ intentions as to compliance 
with this order. This special report shall 
also advise the Commission fully and 
specifically concerning (1) the identity 
of the product which gave rise to the 
complaint, (2) the number of said prod¬ 
ucts in inventory, (3> any action taken 
and any further action proposed to be 
taken to notify customers of the flam¬ 
mability of said products and effect the 
recall of said products and of the results 
thereof, (4) any disposition of said prod¬ 
ucts since March 3, 1971, and (5) any 
action taken or proposed to be taken to 
bring said products into conformance 
with the applicable standard of flam¬ 
mability under the Flammable Fabrics 
Act, as amended, or destroy said prod¬ 
ucts, and the results of such action. 
Such report shall further inform the 
Commission as to whether or not 
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respondents have in inventory any prod¬ 
uct, fabric, or related material hav¬ 
ing a plain surface and made of paper, 
silk, rayon and acetate, nylon and ace¬ 
tate. rayon, cotton, or any other material 
or combinations thereof in a weight of 2 
ounces or less per square yard, or any 
product, fabric, or related material hav¬ 
ing a raised fiber surface. Respondents 
shall submit samples of not less than 1 
square yard in size of any such product, 
fabric, or related material with this 
report. 

It is further ordered, That respondents 
notify the Commission at least 30 days 
prior to any proposed change in the cor¬ 
porate respondents such as dissolution, 
assignment, or sale resulting in the emer¬ 
gence of successor corporations, the crea¬ 
tion or dissolution of subsidiaries or any 
other change in the corporations which 
may affect compliance obligations aris¬ 
ing out of the order. 

It is further ordered, That the cor¬ 
porate respondents shall forthwith dis¬ 
tribute a copy of this order to each of its 
operating divisions. 

It is further ordered, That respondents 
herein shall, within sixty (60) days after 
service upon them of this order, file with 
the Commission a report, in wTiting, 
setting forth in detail the manner and 
form in which they have complied with 
this order. 

Issued: July 20, 1972. 

By the Commission. 

[seal] Charles A. Tobin, 

Secretary, 

IFR Doc.72-14501 Filed 8-24-72;8:52 am] 


I Docket No. C-2254] 

PART 13—prohibited trade 
PRACTICES 

Ziozis Imports, Inc., and John D. Ziozis 

Subpart—Importing, selling, or trans¬ 
porting flammable wear: § 13.1060 Im¬ 
porting, selling, or transporting flamma¬ 
ble wear. 

(Sec. 6, 38 Stat. 721; 15 U.S.C. 46. Interpret 
or apply sec. 5, 38 Stat. 719, as amended, 67 
Stat. Ill, as amended; 15 U.S.C. 45, 1191) 
(Cease and desist order, Ziozis Imports, Inc., 
et al.. New York, N.Y., Docket No. C-2264. 
July 19, 1972 J 

In the Matter of Ziozis Imports, Inc,, a 
Corporation , and John D. Ziozis, In¬ 
dividually and as an Officer of said 
Corporation 

Consent order requiring a New York 
City importer and seller of rugs and car¬ 
pets to cease manufacturing for sale, 
importing, selling, or transporting any 
product, fabric, or related material which 
fails to conform to an applicable stand¬ 
ard or regulation issued or amended 
under provision of the Flammable Fab¬ 
rics Act. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered. That respondent Ziozis 
Imports, Inc., a corporation, its succes¬ 
sors and assigns, and its officers, and 
respondent John D. Ziozis, individually 
and as an officer of said corporation, and 


respondents* agents, representatives, and 
employees directly or through any cor¬ 
poration, subsidiary, division, or other 
device, do forthwith cease and desist 
from the manufacturing for sale, the sale 
or offering for sale in commerce, or the 
importation into the United States, or the 
introduction, delivery for introduction, 
transportation or causing to be trans¬ 
ported, in commerce, or the sale or deliv¬ 
ery after a sale or shipment in com¬ 
merce. of any product, fabric, or related 
material; or the manufacture for sale, 
the sale, or the offering for sale, of any 
product made of fabric or related mate¬ 
rial which has been shipped or received 
in commerce, as “commerce,” “product/ 1 
“fabric/' and “related material*’ are de¬ 
fined in the Flammable Fabrics Act, as 
amended, w'hich product, fabric, or re¬ 
lated material fails to conform to an ap¬ 
plicable standard or regulation continued 
in effect, issued or amended under the 
provisions of the aforesaid Act. 

It is further ordered. That respondents 
notify all of their customers who have 
purchased or to whom have been de¬ 
livered the products which gave rise to 
this complaint, of the flammable nature 
of said products and effect the recall of 
said products from such customers. 

It is further ordered, That the respond¬ 
ents herein either process the products 
which gave rise to the complaint so as 
to bring them into conformance with the 
applicable standard of flammability 
under the Flammable Fabrics Act, as 
amended, or destroy said products. 

It is further ordered. That respondents 
herein shall, within ten (10) days after 
service upon them of this order, file with 
the Commission a special report in writ¬ 
ing setting forth the respondents’ inten¬ 
tions as to compliance with this order. 
This special report shall also advise the 
Commission fully and specifically con¬ 
cerning (1) the identity of the products 
w r hich gave rise to the complaint, (2) 
the identity of the purchasers of said 
products, (3) the amount of said prod¬ 
ucts on hand and in the channels of com¬ 
merce, (4) any action taken and any 
further actions proposed to be taken to 
notify customers of the flammability of 
said products and effect the recall of said 
products from customers, and of the re¬ 
sults thereof, (5) any disposition of said 
products since August 26, 1971, and (6) 
any action taken or proposed to be taken 
to bring said products into conformance 
with the applicable standard of flamma¬ 
bility under the Flammable Fabrics Act, 
as amended, or to destroy said products, 
and the results of such action. Respond¬ 
ents will submit with their report, a com¬ 
plete description of each style of carpet 
or rug currently in inventory or produc¬ 
tion. Upon request, respondents will for¬ 
ward to the Commission for testing a 
sample of any such carpet or rug. 

It is further ordered, That respondents 
notify the Commission at least 30 days 
prior to any proposed change in the cor¬ 
porate respondent such as dissolution, as¬ 
signment, or sale resulting in the emer¬ 
gence of a successor corporation, the cre¬ 
ation or dissolution of subsidiaries or any 
other change in the corporation which 
may affect compliance obligations aris¬ 
ing out of the order. 


It is further ordered. That the respond¬ 
ent corporation shall forthwith distribute 
a copy of this order to each of its op¬ 
erating divisions. 

It is further ordered. That the re¬ 
spondents herein shall, within sixty (60) 
days after service upon them of this or¬ 
der, file with the Commission a report in 
WTiting setting forth in detail the man¬ 
ner and form in which they have com¬ 
plied with this order. 

Issued: July 19,1972. 

By the Commission. 

[seal] Charles A. Tobin. 

Secretary. 

[FR Doc.72-14143 Filed 8-24-72;8:47 am] 

Title 21—FOOD AND DRUGS 

Chapter I—Food and Drug Adminis¬ 
tration, Department of Health, Edu¬ 
cation, and Welfare 

SUBCHAPTER C—DRUGS 

PART 135—NEW ANIMAL DRUGS 

PART 135b—NEW ANIMAL DRUGS 
FOR IMPLANTATION OR INJECTION 

Oxytocin Injection, Veterinary 

The Commissioner of Food and Drugs 
has evaluated a new animal drug appli¬ 
cation (42-889V) filed by Wittney & Co., 
4655 Colorado Boulevard, Denver, Colo. 
80216, providing for the safe and effec¬ 
tive use of oxytocin injection, veterinary, 
in horses, cows, sows, ewes, dogs, and 
cats. The application is approved. 

To facilitate referencing, Wittney & 
Co. is being assigned a code number and 
placed in the list of firms in § 135.501 
(21 CFR 135.501). 

Therefore, pursuant to provisions of 
the Federal Food, Drug, and Cosmetic 
Act (sec. 512(1), 82 Stat. 347; 21 U.S.C. 
360b<i)) and under authority delegated 
to the Commissioner (21 CFR 2.120), 
Pails 135 and 135b are amended as 
follows: 

1. Part 135 is amended in § 135.501 by 
adding new code number 080 to para¬ 
graph (c), as follows: 

§ 135.501 Name*, addresses and code 
numbers of sponsors of approved 
applications. 


* • * • • 

(C) • ♦ * 

Code No. Firm name and address 

0 0 0 000 

080 .Wittney & Co., 4655 Colorado 

Boulevard, Denver, Colo. 
80216. 


2. Part 135b is amended by adding the 
following new section: 

§ 135b.64 Oxytocin injection, veteri¬ 
nary. 

(a) Specifications. Each milliliter of 
oxytocin injection, veterinary, contains 
20 U.SP. units of oxytocin (synthetic). 

(b) Sponsor. See code No. 080 in 
§ 135.501(c) of this chapter. 

(c) Conditions of use. (1) (i) The drug 
is administered for obstetrical use by 
intravenous, intramuscular, or subcu- 


FEDERAL REGISTER, VOL. 37, NO. 165—FRIDAY, AUGUST 25, 1972 







RULES AND REGULATIONS 


17171 


taneous injection under aseptic condi¬ 
tions as indicated. The following dosages 
are recommended and may be repeated 
as conditions require: 


r.0.25 to 0.6 ml.. 6 to 10 U.S.P. units. 

nogs’ _0.25 to 1.5 ml.. 5 to 30 U.S.P. units. 

EwftSSOWS.1.5 to 2.5 mi... 30 to 50 U.S.P. units. 

Cows, horsos_5.0 ml.100 UJ3.P. units. 


(ii) The drug is also used for augment¬ 
ing the letdown of milk, and for this 
purpose intravenous administration is 
desirable. The following dosage is recom¬ 
mended and may be repeated as condi¬ 
tions require: 


Cows.0.5 to 1.0 ml .. 10 to 20 U.S.P. units. 

Sows.0.25 to 1.0 ml.. 5 to 20 U.8.P. units. 


(2) Do not use in dystocia due to ab¬ 
normal presentation of fetus until cor¬ 
rection is accomplished. 

(3) Federal law restricts this drug to 
use by or on the order of a licensed 
veterinarian. 

Effective date. This order shall be ef¬ 
fective upon publication in the Federal 
Register (8-25-72). 

(Sec. 512(1), 82 Stat. 347: 21 U.S.C. 306b(i)) 
Dated: August 17,1972. 

C. D. Van Houweling, 
Director, Bureau of 
Veterinary Medicine. 
[FR Doc.72-14447 Filed 8-24-72;8:46 am] 


PART 135a—NEW ANIMAL DRUGS 
FOR OPHTHALMIC AND TOPICAL USE 

Fluocinolone Acetonide, Dimethyl 
Sulfoxide Solution, Veterinary 

The Commissioner of Food and Drugs 
has evaluated a new animal drug ap¬ 
plication (47-334V) filed by Syntex Lab¬ 
oratories, Inc., Stanford Industrial Park, 
Palo Alto, Calif. 94304, providing for the 
safe and effective use of fluocinolone ac¬ 
etonide, dimethyl sulfoxide solution, vet¬ 
erinary, for the treatment of dogs. The 
application is approved. 

Therefore, pursuant to provisions of 
the Federal Food, Drug, and Cosmetic 
Act (sec. 512(i), 82 Stat. 347; 21 U.S.C. 
360b(i)) and under authority delegated 
to the Commissioner (21 CFR 2.120), 
Part 135a is amended by adding the fol¬ 
lowing new section: 

§ 135a.23 Fluocinolone acetonide, di¬ 
methyl sulfoxide solution, veterinary. 

(a) Specifications . Each milliliter of 
solution contains 0.01 percent fluocino¬ 
lone acetonide and 20 percent dimethyl 
sulfoxide with propylene glycol and cit¬ 
ric acid. 


(b) Sponsor . See code No. 036 in § 135. 
501(c) of tills chapter. 

(c) Conditions of use. (1) The drug 
is used in dogs for the relief of im¬ 
paction commonly present in apparently 
normal anal sacs, for the reversal of in¬ 
flammatory changes associated with ab¬ 
normal anal sacs, and to counteract the 
offensive odor of anal sac secretions. 

(2) It is administered by instillation of 
1 to 2 milliliters into each anal sac fol¬ 
lowing expression of anal sac contents. It 
may be necessary to repeat treatment at 
60-day intervals to maintain an odor- 
free state. The total dosage used should 
not exceed 2 milliliters per anal sac per 
treatment. 

(3) For use only by or on the order of 
a licensed veterinarian. 

Effective date. This order shall be ef¬ 
fective upon publication in the Federal 
Register (8-25-72). 

(Sec. 512(1), 82 Stat. 347; 21 U.S.C. 360b(l)) 
Dated: August 17, 1972. 

C. D. Van Houweling, 
Director, 

Bureau of Veterinary Medicine . 
{FR Doc.72-14448 Filed 8-24-72;8:46 am] 

Title 24—HOUSING AND 
UNBAN DEVELOPMENT 

Chapter II—Office of Assistant Secre¬ 
tary for Housing Production and 
Mortgage Credit—Federal Housing 
Commissioner [Federal Housing 
Administration] 

(Docket No. R-72-1841 

PART 275—LOW RENT PUBLIC 
HOUSING 

Prototype Cost Limits for Public 
Housing 

In the Federal Register issued for 
Wednesday, May 17, 1972 (37 F.R. 9902), 


Wilmington, Dal.: 

Detached and semidetached_ 10,250 

How dwellings.... u,750 

Walkup. 8, 750 

Elevator-structure. 13,100 

Dover, Del.: 

Detached and semidetached.. 10,300 

Row dwellings___ 9,800 

Walkup. 8,800 

Elevator-structure. 13,200 


prototype per-unit cost schedules were 
published pursuant to section 15(5) of 
the Housing and Urban Development Act 
of 1937. Consideration of subsequent 
factual project cost data received from 
the Philadelphia Regional Office and the 
Wilmington Insuring Office indicates 
that certain prototype per-unit cost 
schedules should be revised for the State 
of Delaware. 

Inasmuch as the new prototype cost 
schedules cannot be utilized until the 
costs themselves become effective by pub¬ 
lication in the Federal Register, con¬ 
tinuity of contract approvals requires the 
immediate publication of this material. 
Accordingly, it is impracticable to pro¬ 
vide notice and public procedure with re¬ 
spect to those cost limits in accordance 
with the Department s adopted Publica¬ 
tions Policy (24 CFR Part 10), and good 
cause exists for making them effective on 
the date of publication in the Federal 
Register. 

For the foregoing reasons the follow¬ 
ing changes are made to the schedules 
as originally published in Volume 37 of 
the Federal Register : 

1. On page 9913 delete the Wilming¬ 
ton and Dover, Del., schedules under Re¬ 
gion ni and substitute in lieu thereof the 
revised prototype per-unit costs showm 
on the table set forth hereinafter, en¬ 
titled Prototype Per Unit Cost Schedule 
(Sec. 7(d) of Dept, of HUD Act, 42 U.S.C. 
3535(d)). 

Effective date. This rule is effective 
upon the date of publication in the Fed¬ 
eral Register (8-25-72), 

Eugene A. Gulledge, 
Assistant Secretary-Commissioner. 


12,300 

11,700 

10,750 

15,200 

13,000 
12,900 
12,200 
19,300 

ill 1 

i 

i 

ssi i 

g»V j 

21,750 
ML 600 
18,450 

22.750 
21,650 
19.450 

12,400 

11,800 

10,850 

15,300 

13,700 

13,060 

12,300 

19,450 

16,300 

15,560 
14,000 

19,650 

18.750 

16,950 

21,900 

20,800 

18,000 

22,900 
21, S00 
19,600 


[FR Doc.72-14407 Filed 8-24-72;8:45 am] 
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Chapter X—Federal Insurance Administration, Department of Housing and Urban Development 

SUBCHAPTER B—NATIONAL FLOOD INSURANCE PROGRAM 

PART 1914—AREAS ELIGIBLE FOR THE SALE OF INSURANCE 
Status of Participating Communities 

Section 1914.4 of Part 1914 of Subchapter B of Chapter X of Title 24 of the Code of Federal Regulations is amended by 
adding in alphabetical sequence a new entry to the table. In this entry, a complete chronology of effective dates appears for 
each listed community. Each date appearing in the last column of the table is followed by a designation which indicates 
whether the date signifies the effective date of the authorization of the sale of flood insurance in the area under the emergency 
or the regular flood insurance program. The entry reads as follows: 

§ 1914.4 Status of participating communities. 

• •••••• 


State 

County 

• • • 

Alaska. 

• » « 

California_ 

. Siskiyou. 

Florida_ 

. Okaloosa . _ 

Do_ 

. Escambia... 

Nebraska...... 

.. Saunders. 

Now Jersey- 

.. Mercer. 

Do. 

. Monmouth. 

New York. 

.. Suffolk. 

Ohio. 

.. Licking. 

Oregon. 

.. Clackamas. 


Location 


Map No. 


Stato map rectory 


Local map repository 


Effective date 
of authorize ion 
of sale of flood 
insurance for an*a 


Stag way . 


I 02 000 2370 02 
1 02 000 2370 03 


Yreka_.. 

Okaloosa Island 112 0913328 06 
Beaches, through 

Remainder. I 12 091 3328 07 


The Local Affairs Agency, Office of Office of the City Cleric, City Ilall, 
the Governor—Pouch AB, Juneau, Skagway, Alaska 99840. 

Alaska 99801. 

Alaska Division of Insurance. Room 
410, Goldstein Bldg., l’ouch i>, 

Juneau, Alaska 9*9801. 

Department of Community Affulrs, Okaloosa Island Authority, 105 Santa 
309 Office Plaza, Tallahassee, Pin. Rosa, Blyd., Okaloosa Island 


32301. 

State of Florida Insurance Depart- 


Bcaches, Fort Walton Beach, Fla. 
32548. 


ment. Treasurer's Office, The Capi- Clerk of the Circuit Court, Okaloosa 


8ept. 9. 1970. 

Emergency. 
Aug. 25, 19?J 
Regular 


Any. 25, 1972. 

Emm'rni 
May 22, 1970. 
Emergency. 
Aug. 25, 197. 
Regular, 


1111 111, J D 1 3 VUBlTj l 

tol, Tallahassee, Fla. 32301. 


Unincorporated ... 

areas. 

Wahoo.. 

Ewing Township. 1 34 021 0935 02 
through 

I 34 021 0936 07 


Marlboro Town- ... 

sliip. 

Babylon.— 

Newark. 

Unincorporated I 41 005 oooo 01 
areas. through 

I 41 005 0000 14 


County Courthouse, 
Fla. 32530. 


Crcstview, 


Division of Water Resources, Depart¬ 
ment of Environmental Protection. 
Post Office Box 1390, Trenton, NJ 
08628. 

New Jersey Deportment of Insurance, 
Plate House Annex, Trenton, NJ 
060-25. 


Office of the Township Clerk, Town¬ 
ship Municipal Bldg., 1872 Penning¬ 
ton Rd., Trenton, NJ 08018. 


Pennsylvania... Bucks. 

Do_...... Monroe- 


Riegelsvllle 

Borough. 

Stroudsburg 

Borough. 


Executive Department, Stato of 
Oregon, Salem, Orvg. 97310. 

Oregon Insurance Division, Depart¬ 
ment of Commerce, 15812th St. N E., 
Salem, OB 97310. 


Clackamas County Planning Deport¬ 
ment, 940 Warner Milne Rd., Oregon 
City, OR 97015. 


Aug. 25, 1972. 
Emergency. 
Do. 

Oct. 3, 1970. 

Emergency. 
Aug. 25, 1972. 
Regular. 


Aug. 25, 10?2. 
Emergency. 
Do. 

Do. 

Apr. 2, 1970. 

Emergency. 
Aug. 25.1972. 
Regular. 


. Aug. 25, 1972. 
Emergency. 
Do. 


(National Flood Insurance Act of 1968 (title XIII of the Housing and Urban Development Act of 1968), effective Jan. 28, 1969 (33 F.R. 
17804, Nov. 28. 1968), as amended (secs. 408-410, Public Law 91-152, Dec. 24. 1969). 42 U.S.C. 4001-4127; and Secretary’s delegation of 
authority to Federal Insurance Administrator, 34 FE. 2680, Feb. 27, 1969; and designation of Acting Federal Insurance Administrator 
effective Aug. 13, 1971, 36 FE. 16701, Aug. 25, 1971) 


Issued: August 18, 1972. 


Charles W. Wieckinc, 

Acting Federal Insurance Administrator. 

|FR Doc.72-14371 Filed 8-24-72;8:45 am] 
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PART 1915—IDENTIFICATION OF SPECIAL HAZARD AREAS 
List of Communities With Special Hazard Areas 

Section 1915.3 Is amended by adding in alphabetical sequence a new entry to the table, which entry reads as follows: 

S 1915.3 List of communities with special hazard area*. 

• ••••• 


^tate County Locatlou Map No. 


State map repository 


Effective date 
of Identification 
Local map repository of areas which 

have special 
flood hazards 


• • • 

Alaska.— 


rulifomto. 

Connecticut.... 


Siskiyou. 
Hartford. 


Florida.. Okaloosa 


Do.. Escambia. 

Nebraska. Saunders.. 

New Jersey -Mercor. — 


Do.Monmouth- 

New York.Suffolk. 


I>o....do-.... 

Do. do. 

01ik>..Licking__ 

Oregon.Clackamas- 


Pennsylvania... bucks _ 

Do... Monroe.. 


Bkagway. 


n 02 000 2370 02 
11 02 000 2370 03 


Yreka. .... 

West Hartford. . . H 00 003 0823 W 
through 

H 09 003 0823 09 


Okaloosa Island 
Beaches, Re¬ 
mainder. 


U 12 091 3328 05 


through 

II 12 (X»l 3328 07 


• •• ••• ••• 

The Local Affairs Agency, Office of Office of the City Clerk, City Hall, Sept. 9,1970. 
the Governor—Pouch AB, Juneau. Skagway, Alaska 99840. 

Alaska 99801. 

Alaska Division of Insurance, Room 
410, Goldstein Bldg., Pouch D, 

Juneau, Alaska 90801. 

. .... Aug. 25, 1972. 

Department of Environmental Pro- Office of the Town Clerk, Town Hall, June 17, 1970. 
teHlon, Director of Water and Re- West Hartford, Conn. 66107. 

In ted Resources, Room 225 State 
Office Bldg., Hartford, Conn. 06115. 

Connecticut Insurance Department 
State Capitol Bldg., 165 Capitol 
Avenue, Hartford, CT 06H5. 

Department of Community Affairs, Okaloosa Island Authority, 106 Santa May 22, 1970. 
309 Office Plaza, Tallolukssce, Fla. Rosa Blvd., Okaloosa Island Bcache*, 

32301. Fort Walton Beach, FL 32M8. 

State of Florida Insurance Depart- Clerk of the Circuit Court, Okaloosa 
merit. Treasurer’s Office. The Capl- County Courthouse, Crest view, Fla. 

tol, Tallahassee, Fla. 3230*. 32530. 


Unincorporated 

areas. 


Wahoo. 


Ewhig Township, 


Marlboro 
Township. 
Ocean Beach 


Sultahv. 

Babylon. 

Newark- 

Unincorporated 

areas. 


Rirgels villi' 
Borough. 
Stroudsburg 
Borough. 


.......Aug. 25, 1972. 


H 34 021 0935 02 
through 
H 34 0210935 07 


......:. DO. 

Division of Water Resources, Depart- Office of the Township Clerk, Town- Oct. 3,1970. 
ment of Environmental Protection, ship Municipal Bldg., 1872 Penning- 
Post Office Box 1390, Trenton, NJ ton Rd., Trenton, NJ 08618. 

08625. 

New Jtrscy Department of Insur¬ 
ance, State House Annex, Trenton, 

N.J. 08625. 


Aug. 25, 1972. 


II 30 103 4400 04 ... New York State Department of En¬ 
vironmental Conservation, Division 
of Resources Management Services, 
Bureau of Water Management, 
Albany, N.Y. 12201. 

Now York State Insurance Depart¬ 
ment. 123 William St., New York, 
N Y 10038,mid 324 State St, Alb any, 
NY 12210. 

H 36 103 5-130 04.do.. 


Village Office, Bay Walk, Ocean May 5.1970. 
Beach. N.Y. 11770. 


Milage of Sullaire, Pomander Walk, May 21,1970. 
SalUire, N.Y. 11781. 

.Aug. 25,1972. 

. Do. 


H 41 005 0000 01 
through 
H 41 005 0000 14 


Executive Department. State of Ore- Clackamas County Planning Depart- Apr. 2, 1970. 

gon, Salem, Oreg. 97310. meat, 040 Warner Milne Rd., Ore¬ 

gon City, OR 97015. 

Oregon Insurance Division, Depart¬ 
ment of Commerce, 158 12th St. 

NK.. Salem, OR 97310. 

..........-. Aug 25,1072. 


Do. 


tNatlonal Flood Insurance Act of 1968 (title XIII of the Housing and Urban Development Act of 1988). effective Jan. 28, 1969 (33 F.R. 17804. 
Nov. 28. 1968), as amended (secs. 408-410. Public Law 91-152, Dec. 24. 1969). 42 U.S.C. 4001-4127; and Secretary’s delegation of authority to 
Federal Insurance Administrator, 34 F.R. 2680, Feb. 27. 1969; and designation of Acting Federal Insurance Administrator effective Aug. 13. 
1971, 36 F.R. 16701. Aug. 25. 1971). 


Issued: August 18.1972. 


Charles W. Wiecking. 

Acting Federal Insurance Administrator. 

[FR Doc.72-14372 Filed 8-24-72;8:45 am] 


Title 32-NATIONAL DEFENSE 

Chapter VII—Department of the 
Air Force 

SUBCHAPTER C—PUBLIC RELATIONS 

PART 836—RELEASE OF INFORMA¬ 
TION RELATING TO CRIMINAL 
PROCEEDINGS 

Miscellaneous Amendments 

Subchapter C of Chapter vn of Title 
32 of the Code of Federal Regulations is 
amended as follows: 


Part 836 is amended to read as follows: 

1. Section 836.1 is revised to read os 
follows: 

§ 836.1 Purpose. 

This part states the policy on releasing 
information relating to criminal proceed¬ 
ings to news media; it includes certain 
restrictions imposed on such release; it 
further prescribes standards of conduct 
relating to the release of such informa¬ 
tion by attorneys participating in Air 
Force criminal proceedings. 

2. Section 836.7 is amended by revising 
paragraph (b) to read as follows: 


§ 836.7 Information that muy hr re¬ 
leased under some circumstance#. 

• • • • « 

(b) The identities and backgrounds of 
court members and the military judge. 

3. A new § 836.10 is added to read as 
follows: 

§ 836.10 Standard# of conduct for coun¬ 
sel involved in Air Force criminal 
proceedings. 

(a) In every criminal proceeding in the 
Air Force, a proper balance must be 
maintained between the freedom of the 
press, which has been guaranteed to the 


No. 166—pt. i- 
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public by the Bill of Rights, and the in¬ 
dividual's right to a fair and impartial 
trial, free from the possibility of precon¬ 
ceived notions of guilt based upon infor¬ 
mation contained in newspapers and 
broadcast over the radio and television 
networks. 

(b) To this end, the Air Force endorses 
and adopts the American Bar Associa¬ 
tion's standards for criminal justice re¬ 
lating to fair trial and free press as to 
pending or imminent criminal litigation. 
The following standards will be observed 
in all Air Force criminal proceedings: 

(1) General. It is the duty of Air Force 
and civilian attorneys not to release or 
authorize the release of any information 
or opinions for dissemination by any 
means of public communication, in con¬ 
nection with pending or imminent crimi¬ 
nal litigation with which they are asso¬ 
ciated, if there is a reasonable likelihood 
that such dissemination will interfere 
with a fair trial or otherwise prejudice 
the due administration of justice. 

(2) The prosecution function—public 
statements. Trial counsel should not ex¬ 
ploit his office by means of personal pub¬ 
licity connected with a case before trial, 
during trial or thereafter. He will comply 
with the American Bar Association 
standards on fair trial and free press. 

(3) The defense function—public 
statements. Defense counsel, detailed or 
individual, should avoid personal pub¬ 
licity connected with a case before trial, 
during trial, or thereafter. He will comply 
with the American Bar Association 
standards on fair trial and free press. 

(4) Pretrial investigation. With re¬ 
spect to an investigation under the pro¬ 
visions of article 32, Uniform Code of 
Military Justice, or any other pending 
investigation of any criminal matter, 
counsel participating in the investiga¬ 
tion shall refrain from making any extra¬ 
judicial statement, for dissemination by 
any means of public communication that 
goes beyond the public record; or that 
is not necessary to inform the public 
that the investigation is underway, to 
describe the general scope of the investi¬ 
gation, to obtain assistance in the appre¬ 
hension of a suspect, to warn the public 
of any dangers, or to otherwise aid in 
the investigation. 

(5) Pretrial conduct, (i) From the time 
of apprehension, arrest, or the prefer- 
ral of charges in any court-martial ac¬ 
tion until the commencement of trial or 
disposition without trial, neither trial or 
defense counsel, detailed or individual, 
shall release or authorize the release of 
any extra judicial statement, for dis¬ 
semination by any means of public com¬ 
munication, relating to that matter and 
concerning: 

(a) The prior criminal record (includ¬ 
ing arrests, or other charges of crime), 
or the character or reputation of the ac¬ 
cused, except that counsel may make a 
factual statement of the accused’s name, 
age, residence, occupation, and family 
status, and if the accused has not been 
apprehended, a trial counsel may release 
any information necessary to aid in his 
apprehension, or to warn the public of 
any dangers he may present; 


( b ) The existence or contents of any 
confession, admission, or statement 
given by the accused, or the refusal or 
failure of the accused to make any state¬ 
ment; 

(c) The performance of any examina¬ 
tions or tests or the accused’s refusal or 
failure to submit to an examination or 
test; 

(d) The identity, testimony, or credi¬ 
bility of prospective witnesses, except 
that trial counsel may announce the 
identity of the victim if the announce¬ 
ment is not otherwise prohibited by law; 

(e) The possibility of a plea of guilty 
to the offense charged or a lesser offense; 

(/) Any opinion as to the accused’s 
guilt or innocence or as to the merits 
of the case or the evidence in the case. 

(ii) The foregoing shall not be con¬ 
strued to preclude any attorney associ¬ 
ated with the case during this period, 
in the proper discharge of his official 
or professional obligations, from an¬ 
nouncing the fact and circumstances of 
arrest (including time and place of ar¬ 
rest, resistance, pursuit, and use of weap¬ 
ons), the identity of the investigating 
and arresting officer or agency, and the 
length of the investigation; from making 
an announcement, at the time of seizure 
of any physical evidence other than a 
confession, admission, or statement, 
which is limited to a description of the 
evidence seized; from disclosing the na¬ 
ture, substance, or text of the charge, 
including a brief description of the of¬ 
fense charged; from quoting or referring 
without comment to records of the court 
In the case; from announcing the sched¬ 
uling or result of any stage in the ju¬ 
dicial process; from requesting assist¬ 
ance in obtaining evidence; or from an¬ 
nouncing without further comment that 
the accused denies the charges made 
against him. 

(6) Conduct during trial. During the 
trial of any court-martial, neither trial 
nor defense counsel, detailed or indi¬ 
vidual, shall give or authorize any extra¬ 
judicial statement or interview, relating 
to the trial or the parties or issues in the 
trial, for dissemination by any means 
of public communication, except that 
counsel may quote from or refer without 
comment to public records of the court 
in the case. 

(7) Posttrial conduct. After the com¬ 
pletion of a trial by court-martial or 
disposition without trial of any criminal 
matter, and prior to the imposition of 
sentence, neither trial nor defense coun¬ 
sel, detailed or individual, shall make 
or authorize any extrajudicial statement 


for dissemination by any means of public 
communication if there is a reasonable 
likelihood that such dissemination win 
affect the imposition of sentence. 

(Sec. 8012, 70A Stat. 488; 10 U.S.C. 8012) 

By order of the Secretary of the Air 
Force. 

John W. Fahrney, 
Colonel , USAF, Chief , Legisla¬ 
tive Division, Office of The 
Judge Advocate General. 

IFR Doc.72-14487 Filed 8-24-72:8:51 am] 

Title 39—POSTAL SERVICE 

Chapter I—U.S. Postal Service 

PART 145—PERMIT IMPRINTS 
Contents and Forms 

Regulations codified under § 145.3 of 
Title 39, Code of Federal Regulations, are 
amended so as to make optional the 
showing of postage amounts or the num¬ 
ber of ounces for which postage is paid 
in first-class permit imprints. In addi¬ 
tion, the requirement for showing postage 
amounts when it is known that third- 
class per piece rates will be applicable to 
a given mailing is rescinded. 

Permit illustrations depicted in § 145.4 
are revised to reflect the foregoing and 
to show current postage rates in the 
illustrations. 

Accordingly, in Part 145 the following 
changes are made: 

1. In § 145.3 Content of permit im¬ 
prints, amend paragraphs (a) and (b) to 
read as follows: 

§ 115.3 Content of permit imprint*. 

(a) First-class mail. Permit imprints 
must show city and State; “First-Class 
Mail; U.S. Postage Paid”; and permit 
number. They may show the mailing 
date, amount of postage paid or the num¬ 
ber of ounces for which postage is paid 
(see illustration in § 145.4(a)). The ZIP 
code of the permit holder may be shown 
immediately following the name of the 
State or in a separate inscription reading 
“ZIP code 00000“ when it is possible to 
include the ZIP code without creating 
uncertainty as to permit holder’s cor¬ 
rect address or permit number. 

(b) Second-, third-, and fourth-class 
mail. Permit imprints must show same 
information as first-class, except the date 
and the words “First-Class Mail” must 
be omitted. 

• * * • ♦ 

2. Section 145.4 is revised to read as 
follows: 


§ 145.4 Form of permit imprints. 

Permit imprints must be prepared in one of the forms illustrated. The addition 
of extraneous matter is not permitted. 

(a) First-class mail. 






f ItSTCLASS MAIL 

u.s. postage 

PAID 84 


PERMIT No. 1 


rnii-cuui HAS. 
U1 COST ACC 

fO»T caad wrt 
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(b) SecondThird -, and Fourth-class mail . 
< Date and first-class mail omitted ). 




US. POSTAGE 



PAID Bfc 



PERMIT No. 1 








Bulk Catalog Rate 
US POSTAGE 
PAID 

New York. N.Y. 
Permit No. r 


IS POSTAGE 

VJs KMTAG* 

6C PAID 

N«- York. NX 
remit N* 1 

mo+wa 

Vi rOlTAGC 

BC PAD 

New York. N.Y, 
remit No. t 
srcotioaoi 

VS. POSTAGE 

8 C PAID 

John Doc Gompary 


PAID 

New York, XY. 
Permit No. 1 
ZIP Code 10001 


(c) BuJfc third-class mail 




ItHI Ml( 



— 

US. POSTAGE 


uv rtfTAnt 


PAID 

\ v yw ' 

5 CPAID 


PERMIT No ! 


Pernii No. t 


1UI K n\TE 
r.s. iHbT.\ce 

5 $ PAID 

Ckirdfo. III. amo; 
Permit >». 1 


W I.K II tTK 
V.5H»>T\i;r.r\U» 

John l*MC I 


(d) Special rates for authorized organizations only . 




Nonprofit Off. 

US. POSTACE 

PAID 






PERMITN.,1 



(39U.S.C.401) 
August 18,1972. 


Roger P. Craig, 
Deputy General Counsel . 


[FR Doc.72-14348 Filed 8-24-72;8:45 ami 


Title 49—TRANSPORTATION 


Chapter III—Federal Highway Admin¬ 
istration, Department of Transpor¬ 
tation 

SUBCHAPTER B—MOTOR CARRIER SAFETY 
REGULATIONS 

{Docket No. MC-23; Notice 72-121 

PART 392—DRIVING OF MOTOR 
VEHICLES 

PART 393—PARTS AND ACCESSO¬ 
RIES NECESSARY FOR SAFE OPER¬ 
ATION 

Stopped Vehicles and Emergency 
Equipment 

Tlie Director of the Bureau of Motor 
Carrier Safety is amending the provi¬ 
sions of the Motor Carrier Safety Regu¬ 
lations relating to emergency warning 
devices. Under the amendments, motor 
carriers may, before January 1, 1974, 
equip their vehicles with the devices and 
combinations of devices presently re¬ 
quired by the regulations. In other 
words, the amendments do not require 
them to install new or different emer¬ 
gency equipment before that date. On 
and after January 1, 1974, warning de¬ 
vices with which a vehicle had previously 
been equipped may continue to be used 
until they must be replaced. When the 
equipment is replaced, the vehicle must 
be equipped with bidirectional emer¬ 
gency reflective triangles that conform 
to the National Highway Traffic Safety 
Administration’s Motor Vehicle Safety 
Standard No. 125. The Standard No. 
12 °. triangles will also be mandatory 
equipment for vehicles which are first 
equipped with warning devices on or 
after January 1, 1974. Finally, the new 


rules permit a carrier, at his option, to 
use Standard No. 125 triangles as the 
emergency warning devices on his ve¬ 
hicles at any time prior to the date when 
they become mandatory. 

The new rules specifically provide that 
a vehicle equipped with the bidirectional 
emergency reflective triangles may also 
carry fusees, red electric lanterns, and 
liquid-burning flares which the driver 
may use as supplementary emergency 
warning devices. 

The processes leading to this issuance 
began on October 28, 1970, w r hen the Di¬ 
rector of the Bureau of Motor Carrier 
Safety issued a notice of proposed rule 
making announcing that he was con- 
sidering amending §§ 392.22, 392.23, 

392.25, 392.26. and 393.95 of the Motor 
Carrier Safety Regulations (35 F.R. 
17343, 17344). These sections pertain to 
emergency signals to be used by stopped 
vehicles and to emergency warning de¬ 
vices to be carried by buses, trucks, 
truck-tractors, and driven vehicles in 
driveaway-towaway operations. The pro¬ 
posed revisions were intended to make 
the Motor Carrier Safety Regulations 
consistent with a Motor Vehicle Safety 
Standard since issued by the Adminis¬ 
trator of the National Highway Traffic 
Safety Administration as Standard No. 
125 (see 37 F.R. 5038-5041). The com¬ 
ments received in response to the notice 
have been considered in this issuance of 
final amendments. Comments on Motor 
Vehicle Safety Standard No. 125 are dis¬ 
cussed in that issuance by the Adminis¬ 
trator. 

Standard No. 125 is an equipment 
standard for devices, without self-con¬ 
tained energy sources, that are designed 
to be carried in motor vehicles and used 
to warn approaching traffic of the pres¬ 
ence of a stopped vehicle. The standard 
provides that all non-self-contained 


energy source devices manufactured for 
the stated purpose must be bidirectional 
emergency reflective triangles. In order 
to be consistent with the standard, the 
Motor Carrier Safety Regulations must 
be amended to phase out the use of warn¬ 
ing devices without self-contained energy 
sources now permitted. Devices to be 
phased out are red flags, red emergency 
reflectors, and emergency reflective tri¬ 
angles that do not conform to Standard 
No. 125. 

Numerous manufacturers of fusees 
submitted comments which described the 
merits of fusees. Those manufacturers 
asked the Director to permit use of fusees 
under the Motor Carrier Safety Regula¬ 
tions. Present regulations permit the use 
of fusees, red electric lanterns, and 
liquid-burning emergency flares, in com¬ 
bination with red flags. Red flags are 
being phased out in this issuance, but 
the continued use of fusees and the other 
self-contained energy source devices is 
expressly permitted. Self-contained en¬ 
ergy source devices are authorized to be 
used as supplements to, but not in lieu 
of. Standard No. 125 triangles. 

The amendments here issued are the 
same as those proposed in the October 28, 
1970, notice except for language and or¬ 
ganizational changes, the change of the 
effective date from January 1, 1972, to 
January 1, 1973, the addition of express 
permission, in § 393.95(f), for the con¬ 
tinued use of self-contained energy 
source devices, and the insertion of a 
provision in § 392.22(b) (2) (i) that re¬ 
quires the use of a fusee by vehicles 
equipped with liquid-burning flares and 
fusees. 

In consideration of the foregoing, Sub¬ 
chapter B of Chapter HI in Title 49, CFR 
is amended as follows: in Part 392, 
§ 392.22 is amended: § 392.23 is revoked: 
§ 392.25 is amended: and §392.26 is re¬ 
voked. In addition, § 393.95 of Part 393, 
Title 49, CFR is amended by revising 
paragraphs (f) and (h). The text of the 
amendments is set forth below. 

These amendments are effective on 
January 1. 1973, and are issued under 
the authority of section 204 of the Inter¬ 
state Commerce Act, 49 U.S.C. 304, sec¬ 
tion 6, of the Department of Transporta¬ 
tion Act, 49 U.S.C. 1655, the delegation 
of authority by the Secretary of Trans¬ 
portation in 49 CFR 1.48 and the delega¬ 
tion of authority by the Federal High¬ 
way Administrator in 49 CFR 389.4. 

Issued on August 21.1972. 

Robert A. Kate, 
Director , Bureau of 
Motor Carrier Safety. 

1. Section 392.22 is revised to read as 
follows: 

§ 392.22 Emergency signal*: Stopped 
vehicles. 

(a) Turn signals. Whenever a motor 
vehicle is stopped upon the traveled por¬ 
tion of a highway or the shoulder of a 
highway for any cause other than neces¬ 
sary traffic stops, the driver of the 
stopped vehicle shall immediately flash 
the two front and two rear turn signals 
simultaneously as a vehicular traffic 
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hazard warning and continue the flash¬ 
ing until he places the warning devices 
required by paragraph (b) of this sec¬ 
tion in use on the highways. The flash¬ 
ing signals shall be used during the time 
the warning devices are picked up for 
storage before movement of the vehicle. 
The flashing lights may be used at other 
times while a vehicle is stopped in addi¬ 
tion to, but not in lieu of, the warning 
devices required by paragraph (b) of 
this section. 

(b) Placement of warning devices — 
(1) General rule. Except as provided in 
subparagraph (2) of this paragraph, 
whenever a vehicle is stopped upon the 
traveled portion of a highway or the 
shoulder of a highway for any cause 
other than necessary traffic stops, the 
driver shall as soon as possible, but in 
any event within 10 minutes, place the 
warning devices with which his vehicle 
is equipped in conformity with the re¬ 
quirements of § 393.95 of this subchap¬ 
ter, either three emergency reflective 
triangles, three electric emergency lan¬ 
terns, three liquid-burning emergency 
flares, or three red emergency reflectors 
in the following manner: 

(1) One at the traffic side of the 
stopped vehicle, within 10 feet of the 
front or rear of the vehicle; 

Cii) One at a distance of approxi¬ 
mately 100 feet from the stopped vehicle 
in the center of the traffic lane or shoul¬ 
der occupied by the vehicle and in a di¬ 
rection toward traffic approaching in 
that lane; and 

(iii) One at a distance of approxi¬ 
mately 100 feet from the stopped vehicle 
in the center of the traffic lane or shoul¬ 
der occupied by the vehicle and in the 
direction in which traffic in that lane is 
moving. 

(2) Special rules —(i) Fusees. The 
driver of a vehicle equipped with liquid- 
burning flares (pot torches) shall first 
place a fusee at the location specified in 
subparagraph (l)(ii) of this paragraph 
before he places the liquid-burning 
flares as specified in subparagraph (1) 
of this paragraph. 

(ii) Daylight hours. Except as pro¬ 
vided in subdivision (iii) of this sub- 
paragraph, during the period lighted 
lamps are not required, three emergency 
triangles shall be placed as specified in 
subparagraph (1) of this paragraph or 
two red flags as specified in subpara¬ 
graph (1) (ii) and (iii) of this para¬ 
graph and within a time of 10 minutes. 

(iii) Business or residential districts. 
The placement of warning devices is not 
required within the business or residen¬ 
tial district of a municipality, except 
during the time lighted lamps are re¬ 
quired and when street or highway light¬ 
ing is insufficient to make a vehicle 
clearly discernable at a distance of 500 
feet to persons on the highway. 

(iv) Hills, curves , and obstructions. If 
a motor vehicle is stopped w r ithin 500 
feet of a curve, crest of a hill, or other 
obstruction to view', the driver shall place 
the warning signal required by subpara¬ 
graph (1) of this paragraph in the di¬ 
rection of the obstruction to view a dis¬ 
tance of 100 feet to 500 feet from the 
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stopped vehicle so as to afford ample 
warning to other users of the highway. 

(v) Divided or one-way roads. If a 
motor vehicle is stopped upon the trav¬ 
eled portion or the shoulder of a divided 
or one-way highway, the driver shall 
place the warning devices required by 
subparagraph (1) of this paragraph, one 
warning device at a distance of 200 feet 
and one warning device at a distance of 
100 feet in a direction toward approach¬ 
ing traffic in the center of the lane or 
shoulder occupied by the vehicle. He shall 
place one warning device at the traffic 
side of the vehicle within 10 feet of the 
rear of the vehicle. 

(vi) Leaking , flammable material. If 
gasoline or any other flammable liquid, 
or combustible liquid or gas seeps or leaks 
from a fuel container or a motor vehicle 
stopped upon a highway, no emergency 
warning signal producing a flame shall 
be lighted or placed except at such a dis¬ 
tance from any such liquid or gas as will 
assure the prevention of a fire or explo¬ 
sion. 

§ 392.23 [Revoked] 

2. Section 392.23 is revoked. 

§ 392.25 [Amended] 

3. The last sentence of § 392.25 is re¬ 
vised to read as follows: “In lieu thereof, 
emergency reflective triangles, red elec¬ 
tric lanterns, or red emergency reflectors 
shall be used, the placement of which 
shall be in the same manner as pre¬ 
scribed in § 392.22(b).” 

§ 392.26 [Revoked] 

4. Section 392.26 is revoked. 

§ 393.95 [Amended] 

5. Section 393.95(f) is amended to read 
as follows: 

(f) Warning devices for stopped ve¬ 
hicles. Except as provided in paragraph 

(g) of this section, one of the following 
combinations of warning devices: 

(1) Vehicles equipped with warning 
devices before January 1, 1974. Warning 
devices specified below may be used until 
replacements are necessary: 

(1) Three liquid-burning emergency 
flares which satisfy the requirements of 
SAE Standard J597, “Liquid Burning 
Emergency Flares,” and three fusees and 
two red flags; or 

(ii) Three electric emergency lanterns 
which satisfy the requirements of SAE 
Standard J596, “Electric Emergency Lan¬ 
terns,” and two red flags; or 

(iii) Three red emergency reflectors 
which satisfy the requirements of para¬ 
graph (i) of this section, and two red 
flags; or 

(iv) Three red emergency reflective 
triangles which satisfy the requirements 
of paragraph (h) of this section; or 

(v) Three bidirectional emergency re¬ 
flective triangles that conform to the 
requirements of Motor Vehicle Safety 
Standard No. 125, § 571.125 of this title. 

(2) Vehicles equipped with warning 
devices on and after January 1, 1974. 
(i) Three bidirectional emergency re¬ 
flective triangles that conform to the 


requirements of Motor Vehicle Safety 
Standard No. 125, § 571.125 of this title. 

(ii) Fusees, liquid-burning emergency 
flares, and red electric lanterns that con¬ 
form to subparagraph (1) of this para¬ 
graph may be used to supplement the 
emergency reflective triangles required 
in subdivision (i) of this subparagraph. 

6. The caption of paragraph (h) of 
§ 393.95 is revised to read as follows: 

(h) Requirements for emergency re¬ 
flective triangles manufactured before 
January 1, 1974. 

[FR Doc.72-14460 Filed 8-24-72;8:49 amj 


Title 50—WILDLIFE AND 
FISHERIES 

Chapter 1—Bureau of Sport Fisheries 
and Wildlife, Fish and Wildlife 
Service, Department of the Interior 

PART 32—HUNTING 

Certain National Wildlife Refuges in 
Montana 

The following regulations are issued 
and are effective on date of publication 
in the Federal Register (8-25-72). These 
regulations apply to public hunting on 
portions of certain National Wildlife 
Refuges in Montana. 

General conditions. Hunting shall be 
in accordance with applicable State reg¬ 
ulations. Portions of refuges which are 
open to hunting are designated by signs 
and/or delineated on maps. No vehicle 
travel is permitted except on maintained 
roads and trails. Special conditions ap¬ 
plying to individual refuges are listed 
on the reverse side of maps available at 
refuge headquarters and from the office 
of the Regional Director, Bureau of 
Sport Fisheries and Wildlife, 1500 North¬ 
east Irving Street, Portland, OR. 

§ 32.12 Special regulations; migratory 
game birds; for individual wildlife 
refuge areas. 

Migratory game birds may be hunted 
on the following refuge areas: 

Benton Lake National Wildlife Refuge , 
Post Office Box 2624, Great Falls, MT 
59401. 

Boiodoin National Wildlife Refuge, 
Post Office Box J, Malta, MT 59538. 

Charles M. Russell National Wildlife 
Range, Post Office Box 110, Lewistown, 
MT 59457. 

Medicine Lake National Wildlife Ref¬ 
uge, Medicine Lake, Mont. 59247. 

Ravalli National Wildlife Refuge, No. 
5 Third Street, Stevensville, MT 59870. 

Special conditions. (1) Boats are not 
permitted. 

(2) Hunters must “sign out” at check 
station. 

Red Rock Lakes National Wildlife 
Refuge, Monida Star Route, Lima, Mont. 
59739. 

UL Bend National Wildlife Refuge , 
Post Office Box J, Malta, MT 59538. 
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§ 32.22 Special regulations; upland 

~ game; for individual wildlife refuge 
areas. 

Upland game birds may be hunted on 
the following refuge areas: 

Bowdoin National Wildlife Refuge, 
Post Office Box J, Malta, MT 59538. 

Special condition. Pheasants only may 
be hunted. 

Charles M. Russell National Wildlife 
Range, Post Office Box 110, Lewistown, 
MT 59457. 

Ravalli National Wildlife Refuge, No. 
5 Third Street, Stevensville, MT 59870. 

UL Bend National Wildlife Refuge, 
Post Office Box J, Malta, MT 59538. 

§32.32 Special regulations; big game; 
for individual wildlife refuge areas. 

Big game animals may be hunted on 
the following refuge areas: 

Charles M. Russell National Wildlife 
Range, Post Office Box 110, Lewistown, 
MT 59457. 

Medicine Lake National Wildlife Ref¬ 
uge, Medicine Lake. Mont. 59247. 

Ravalli National Wildlife Refuge, No. 
5 Third Street, Stevensville, MT 59870. 

Red Rock Lakes National Wildlife 
Refuge, Monida Star Route, Lima, Mont. 
59739. 

UL Bend National Wildlife Refuge, 
Post Office Box J. Malta, MT 59538. 

The provisions of these special regula¬ 
tions supplement the regulations which 
govern hunting on wildlife refuge areas 
generally and which are set forth in Title 
50, Code of Federal Regulations, Part 32, 
and are effective through June 30, 1973. 

John D. Findlay, 
Regional Director, Bureau of 
Sport Fisheries and Wildlife . 

August 16, 1972. 

IFK Doc.72-14435 Filed 8-24-72:8:48 amj 


part 32—HUNTING 

Flint Hills National Wildlife Refuge, 
Kans. 

The following special regulation is is¬ 
sued and is effective on date of publica¬ 
tion in the Federal Register (8-25-72). 

§ 32.22 Special regulations; upland 
game; for individual wildlife refuge 
areas. 

Kansas 

flint hills national wildlife refuge 
The public hunting of upland game 
animals, upland game birds, and non¬ 
game animals on the Flint Hills National 
Wildlife Refuge, Kans., is permitted from 
October 1 , 1972, through September 30, 
1973, inclusive, but only on the area des¬ 
ignated by signs as open to hunting. This 
open area is delineated on maps avail¬ 
able at refuge headquarters, Burlington, 
Kans.. and from the Regional Director, 
Bureau of Sport Fisheries and Wildlife, 
Post Office Box 1306. Albuquerque, NM 
87103. Hunting shall be in accordance 
with all applicable State regulations gov¬ 
erning the hunting of upland game ani¬ 
mals, upland game birds, and nongame 
animals subject to the following special 
conditions: 


(1) The use of rifles is prohibited on 
the refuge. 

(2) Vehicle access shall be restricted 
to designated parking areas and existing 
roads. 

(3) Dogs—Not to exceed two per 
hunter may be used only to retrieve 
wounded or dead squirrels, cottontail 
rabbits, bobwhite quail, and greater 
prairie chickens. 

The provisions of this special regula¬ 
tion supplement the regulations which 
govern hunting on wildlife refuge areas 
generally which are set forth in Title 50, 
Code of Federal Regulations, Part 32, 
and are effective through September 30, 
1973. 

Lyle A. Stemmerman, 
Refuge Manager, Flint Hills Na¬ 
tional Wildlife Refuge Bur¬ 
lington, Kansas . 

August 7, 1972. 

[FR Doc.72-14431, Filed 8-24-72;8:47 ami 


part 32—HUNTING 

Arrowwood and Chase Lake National 
Wildlife Refuges, N. Dak. 

The following special regulations are 
issued and are effective on publication 
in the Federal Register (8-25-72). 

§ 32.32 Special regulations; big game; 
for individual wildlife refuge areas. 

North Dakota 

arrowwood national wildlife refuge 

Public hunting of deer on the Arrow- 
wood National Wildlife Refuge, N. Dak., 
is permitted only on the area designated 
by signs as open to hunting. The open 
area comprising 11,063 is delineated on 
a map available at the refuge head¬ 
quarters and from the Regional Director, 
Bureau of Sports Fisheries and Wildlife, 
Federal Building, Fort Snelling, Twin 
Cities, Minn. 55111. Hunting shall be in 
accordance with all applicable State 
regulations, covering the hunting of deer 
subject to the following conditions. 

(1) Hunting is permitted from 12 
noon to sunset on November 10, 1972, 
and from sunset to sunset November 11, 
1972, through November 19, 1972. 

(2) All hunters must exhibit their 
hunting license, deer tag, game, and vehi¬ 
cle contents to Federal and State officers 
upon request. 

The provisions of this special regula¬ 
tion supplement the regulations which 
govern hunting on wildlife refuge areas 
generally are set forth in Title 50, Code 
of Federal Regulations, Part 32, and are 
effective through November 19, 1972. 

CHASE LAKE NATIONAL WILDLIFE REFUGE 

Public hunting of deer on Chase Lake 
National Wildlife Refuge, N. Dak., is 
closed for the 1972 season. 

Jim Matthews, 

Refuge Manager, Arrowwood 
National Wildlife Refuge, Ed¬ 
munds, N. Dak. 

August 15, 1972. 

(FR Doc.72-14434 Filed 8-24-72:8:48 am] 


PART 32—HUNTING 

Flint Hills National Wildlife Refuge, 
Kans. 

The following special regulation is 
issued and is effective on date of publica¬ 
tion in the Federal Register (8-25-72). 

§ 32.32 Special regulations; big game; 
for individual wildlife refuge areas. 

Kansas 

FLINT HILLS NATIONAL WILDLIFE REFUGE 

Public hunting of deer with bow and 
arrows on the Flint Hills National Wild¬ 
life Refuge, Kans., is permitted from 
October 1 through November 30, inclu¬ 
sive, by special use permit. The open area 
is delineated on maps provided at the 
time of permit issuance or otherwise 
available at refuge headquarters, Bur¬ 
lington, Kans., and from the Regional 
Director, Bureau of Sport Fisheries and 
Wildlife, Post Office Box 1306, Albuquer¬ 
que, NM 87103. Persons interested in re¬ 
ceiving a deer hunting permit should 
contact; Refuge Manager, Flint Hills 
National Wildlife Refuge, Post Office 
Box 213, Burlington, KS 66839. Hunting 
shall be in accordance with all applicable 
State regulations governing the hunting 
of deer subject to the following special 
conditions: 

(1) Permittee must have permit in his 
possession at all times while engaged in 
deer hunting activities on the refuge. 

(2) Entrance to portions of the refuge 
closed to other activities will be via 
established roads. Gates will be closed 
and locked upon entering or leaving. 

(3) Permittee will confine his activi¬ 
ties to deer hunting and will refrain from 
any unnecessary wildlife disturbance. 

(4) Permittee will return gate key and 
completed permit within 2 weeks follow¬ 
ing the close of the bow hunting season. 

The provisions of this special regula¬ 
tion supplement the regulations which 
govern hunting on wildlife refuge areas 
generally which are set forth in Title 
50, Code of Federal Regulations, Part 32, 
and are effective through November 30, 
1972, 

Lyle A. Stemmerman, 
Refuge Manager , Flint Hills Na¬ 
tional Wildlife Refuge, Bur¬ 
lington, Kans. 

August 17, 1972. 

[FR Doc.72-14432 Filed 8-24-72;8:48 am] 


PART 32—HUNTING 

Flint Hills National Wildlife Refuge, 
Kans. 

The following special regulation is 
issued and is effective on date of pub¬ 
lication in the Federal Register 
(8-25-72). 

§ 32.32 Special regulations; big game; 
for individual wildlife refuge areas. 

Kansas 

FLINT HILLS NATIONAL WILDLIFE REFUGE 

Public hunting of deer with firearms 
on the Flint Hills National Wildlife Ref- 
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uge, Kans., is permitted from Decem¬ 
ber 2 through December 10, 1972, inclu¬ 
sive, but only on the area designated 
by signs as open to hunting. This open 
area, comprising 5,600 acres, is delineated 
on maps available at refuge headquar¬ 
ters, Burlington, Kans., and from the 
Regional Director, Bureau of Sport Fish¬ 
eries and Wildlife, Post Office Box 1306, 
Albuquerque. NM 87103. Hunting shall 
be in accordance with all applicable State 
regulations covering the hunting of deer 
subject to the following special 
condition : 

(1) Vehicle access shall be restricted 
to designated parking areas and existing 
roads. 

The provisions of this special regula¬ 
tion supplement the regulations which 
govern hunting on wildlife refuge areas 
generally which are set forth in Title 50, 
Code of Federal Regulations, Part 32, and 
are effective through December 10, 1972. 

Lyle A. Stemmerman. 

Refuge Manager, Flint Hills Na¬ 
tional Wildlife Refuge , Bur¬ 
lington, Kans . 

August 17, 1972. 

IFR Doc.72-14433 Filed 8-24-72;8:48 am) 


PART 33—SPORT FISHING 

Flint Hills Notional Wildlife Refuge, 
Kans. 

The following special regulation is 
issued and is effective on date of publica¬ 
tion in the Federal Register (8-25-72). 

§33.5 Special regulation*; sport fish¬ 
ing; for individual wildlife refuge 
areas. 

Kansas 

FLINT HILLS NATIONAL WILDLIFE REFUGE 

Sport fishing, including the taking of 
frogs, on the Flint Hills National Wild¬ 
life Refuge, Kans., is permitted only on 
the areas designated by signs as open to 
fishing. These open areas, comprising 
1,500 acres of reservoir waters and ap¬ 
proximately 28 miles of river and stream 
channel, are delineated on maps avail¬ 
able at refuge headquarters, Burlington, 
Kans., and from the Regional Director, 
Bureau of Sport Fisheries and Wildlife. 
Post Office Box 1306, Albuquerque, NM 
87103. Sport fishing shall be in accord¬ 
ance with all applicable State regula¬ 
tions subject to the following special 
conditions: 


(1) During the period October 1, 1972 
through December 31, 1972, only Eagle 
Creek, the Neosho River, and impound¬ 
ments in the Eagle Creek and Hartford 
hunting units are open to public fishing 
except the Neosho River Oxbow north¬ 
east of the Strawn Townsite is closed, as 
marked by buoys. 

(2) During the period January 1,1973 
through September 30, 1973, all waters 
within the Flint Hills Refuge are open 
to sport fishing and the taking of bull¬ 
frogs when in accordance with State of 
Kansas seasons. 

(3) Vehicle access shall be confined to 
existing roads and trails not otherwise 
marked as closed to vehicle use. 

The provisions of this special regula¬ 
tion supplement the regulations which 
govern fishing on wildlife refuge areas 
generally which are set forth in Title 50. 
Code of Federal Regulations, Part 33, 
and are effective through September 30, 
1973. 

Lyle A. Stemmerman, 
Refuge Manager, Flint Hills Na¬ 
tional Wildlife Refuge, Burl¬ 
ington, Kans. 

August 7,1972. 

[FR Doc.72-14436 Filed 8-24-72;8:48 araj 
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department of the treasury 

Internal Revenue Service 
[ 26 CFR Parts 1, 20, 25, 301 1 
INCOME, ESTATE AND GIFT TAXES 
Acceleration of Collection 

Notice is hereby given that the regu¬ 
lations set forth in tentative form below 
are proposed to be prescribed by the 
Commissioner of Internal Revenue with 
the approval of the Secretary of the 
Treasury or his delegate. Prior to the 
final adoption of such regulations, con¬ 
sideration will be given to any com¬ 
ments or suggestions pertaining thereto 
which are submitted in writing (prefer¬ 
ably six copies) to the Commissioner of 
Internal Revenue, Attention: CC:LR:T, 
Washington, D.C. 20224, by Septem¬ 
ber 25, 1972. Any written comments or 
suggestions not specifically designated as 
confidential in accordance with 26 CFR 
601.601(b) may be inspected by any per¬ 
son upon written requests. Any person 
submitting written comments or sugges¬ 
tions who desires an opportunity to com¬ 
ment orally at a public hearing on these 
proposed regulations should submit his 
request, in w T riting, to the Commissioner 
by September 25, 1972. In such case, a 
public hearing wall be held, and notice of 
the time, place, and date will be pub¬ 
lished in a subsequent issue of the Fed¬ 
eral Register unless the person or per¬ 
sons who have requested a hearing with¬ 
draw' their requests for a hearing be¬ 
fore notice of the hearing has been filed 
with the Office of the Federal Register. 
Except for the insertion of statutory pro¬ 
visions in § 25.2501 (Gift Tax Regula¬ 
tions), the proposed regulations do not 
reflect the amendments made by the For¬ 
eign Investors Tax Act of 1966 (80 Stat. 
1539). The amendments conforming to 
the provisions oC that Act will be pub¬ 
lished at a later date with notice of pro¬ 
posed rule making. The attached pro¬ 
posed regulations are to be issued under 
the authority contained in sections 2204 
(b), 2513, 6001, 6011, 6036, 6071, 6091(b), 
6166(j), 6905(a), and 7805 of the Internal 
Revenue Code of 1954 (84 Stat. 1836, 26 
U.S.C. 2204(b); 68A Stat. 406, 26 U.S.C, 
2513; 68A Stat. 731, 26 U.S.C. 6001; 68A 
Stat. 732, 26 U.S.C. 6011; 68A Stat. 744, 
26 U.S.C. 6036; 68A Stat. 749, 26 U.S.C. 
6071; 84 Stat. 1837, 26 U.S.C. 6091(b); 
72 Stat. 1684, 26 U.S.C. 6166(j); 84 Stat. 
1838, 26 U.S.C. 6905(a); 68A Stat. 917, 
26 U.S.C. 7805). 

[seal] Johnnie M. Walters, 
Commissioner of Internal Revenue . 


In order to conform the Income Tax 
Regulations (26 CFR Part 1), the Estate 
Tax Regulations (26 CFR Part 20), the 
Gift Tax Regulations (26 CFR Part 25), 
and the regulations on Procedure and 
Administration (26 CFR Part 301), to 
the amendments of the Internal Revenue 
Code of 1954 made by sections 101 and 
102 of the Excise, Estate, and Gift Tax 
Adjustment Act of 1970 (84 Stat. 1836), 
such regulations are amended as follows: 

PART 1—INCOME TAX; TAXABLE 
YEARS BEGINNING AFTER DE¬ 
CEMBER 31, 1953 

Paragraph 1. Section 1.1015 is amended 
by revising section 1015(d)(2) and the 
historical note to read as follows: 

§ 1.1015 Statutory provision*; banis of 
property acquired by gifts and trans¬ 
fer* in trust. 

Sec. 1015. Basis of property acquired by 
gifts and transfers in trust. • • • 

(d) Increased basis for gift tax paid. • • • 
(2) Amount of tax paid with respect to 
gift. For purposes ot paragraph (1), the 
amount of gift tax paid with respect to any 
gift Is an amount which bears the same ratio 
to the amount of gift tax paid under chapter 
12 with respect to all gifts made by the 
donor for the calendar quarter (or calendar 
year if the gift was made before January 1, 
1971) in which such gift is made as the 
amount of such gift bears to the taxable gifts 
(as defined in section 2503(a) but computed 
without the deduction allowed by section 
2521) made by the donor during such cal¬ 
endar quarter or year. For purposes of the 
preceding sentence, the amount of any gift 
shall be the amount included with respect to 
such gift in determining (for the purposes 
of section 2503(a)) the total amount of gifts 
made during the calendar quarter or year, 
reduced by the amount of any deduction al¬ 
lowed with respect to such gift under sec¬ 
tion 2522 (relating to charitable deduction) 


For purposes of the ratio stated in the 
preceding sentence, the “amount of the 
gift’* referred to as factor “C“ is the value 
of the gift reduced by any portion ex¬ 
cluded or deducted under section 2503(b) 
(annual exclusion), 2522 (charitable de¬ 
duction) , or 2523 (marital deduction) of 
the Code or the corresponding provisions 
of prior revenue laws. In making the 
computations described in this para¬ 
graph, the values to be used are those 
finally determined for purposes of the 
gift tax. 


or under section 2523 (relating to marital 
deduction). 

+ # * * • 

[Sec. 1015 as amended by sec. 43(a). Tech¬ 
nical Amendments Act 1958 (Public Law 85- 
866, 72 Stat. 1640); sec. 102(d)(1), Excise. 
Estate, and Gift Tax Adjustment Act 1970 
(84 Stat.1841) [ 

Par. 2. Paragraph (b) of § 1.1015-5 is 
amended by revising subparagraphs 
(1) (i), (1) (ii), (2), and (4) to read as 
follows: 

§ 1.1015—5 Increased basis for gift tax 

paid. 

• * * + • 

(b) Amount of gift tax paid with re - 
sped to a gift of property . (1) (i) If only 
one gift was made during a certain cal¬ 
endar quarter (or calendar year if the 
gift was made before January 1, 1971), 
the entire amount of the gift tax paid 
under chapter 12 or the corresponding 
provisions of prior revenue laws for that 
calendar quarter (or calendar year) is 
the amount of the gift tax paid with re¬ 
spect to the gift. 

(ii) If more than one gift was made 
during a certain calendar quarter (or 
calendar year if the gifts were made 
before January 1, 1971), the amount of 
gift tax paid under chapter 12 or the 
corresponding provisions of prior reve¬ 
nue laws with respect to any specified 
gift made during that calendar quarter 
(or calendar year) is an amount, A, 
which bears the same ratio to B (the 
total gift tax paid for that calendar 
quarter or calendar year) as C (the 
“amount of the gift,” computed as de¬ 
scribed in this subdivision) bears to D 
(the total taxable gifts for the calendar 
quarter or calendar year, computed with¬ 
out deduction for the gift tax specific 
exemption under section 2521 or the 
corresponding provisions of prior reve¬ 
nue laws). Stated algebraically, the 
amount of the gift tax paid with respect 
to a gift equals: 


(2) For purposes of this paragraph, it 
is immaterial whether the gift tax is 
paid by the donor or the donee. Where 
more than one gift of a present interest 
in property is made to the same donee 
during a calendar quarter or calendar 
year, the annual exclusion shall apply 
to the earliest of such gifts in point of 
time. 

* * * * • 

(4) The method described in section 
1015(d) (2) and this paragraph for com¬ 
puting the amount of gift tax paid in 
respect of a gift may be illustrated by the 
following examples: 


“Amount of the gift** (C) 

Totaa taxable gifts, plus specific^exemption allowed (D) * Total glft tax pald 
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Example (I). Prior to 1959 H mode no taxable gifts. On July 1, 1959, he made a gift to 
his wife. W, of land having a value for gift purposes of $60,000 and gave to his son, 8, 
certain securities valued at $60,000. During the year 1959, H also contributed $5,000 in cash 
to a charitable organization described in section 2522. H filed a timely gift tax return for 
1959 with respect to which he paid gift tax in the amount of $6,000, computed as follows: 


Value of land given to W_ $60, 000 

Less: Annual exclusion_-_ $3, 000 

Marital deduction_-_„ 30, 000 33. 000 


Included amount of gift- $27. 000 

Value of securities given to S_ 60, 000 

Less: Annual exclusion_ 3,000 


Included amount of gift- 

Gift to charitable organization_ 5, 000 

Less: Annual exclusion_ 3,000 

Charitable deduction_ 2,000 5, 000 


57, 000 


Included amount of gilt_------ 0 

Total included gift®.. 84,000 

Less: Specific exemption allowed_____ 30, 000 


Taxable gifts for 1959.-.— 54,000 

Gift tax on $54,000.. 6.000 


In determining the gift tax paid with respect 
to the land given to W, amount C of the ratio 
set forth In subparagraph (1) (11) of this 
paragraph is $60,000, value of property given 
to W, less $33,000 (the sum of $3,000, the 
amount excluded under section 2503(b), and 
$30,000. the amount deducted under section 
2523), or $27,000. Amount D of the ratio is 
$84,000 (the amount of taxable gifts, $54,000, 
plus the gift tax specific exemption, $30,000). 
The gift tax paid with respect to the land 
given to W is $1,928.57, computed as follows: 

$27,000 (C) 

- X $6,000 (B) 

$84,000 (D) 

Example (2). The facts are the same as in 
example (1) except that H made his gifts 
to W and S on July 1, 1971, and that prior 
to 1971, H made no taxable gifts. Further¬ 
more, H made his charitable contribution on 
August 12, 1971. These were the only gifts 
made by H during 1971. H filed his gift tax 
return for the third quarter of 1971 on 
November 15, 1971, as required by section 
6075(b). With respect to the above gifts, 
H paid a gift tax In the amount of $6,000, 
on total taxable gifts of $54,000 for the third 
quarter of 1971. The gift tax paid with re¬ 
spect to the land given to W is $1,928.57. The 
computations for these figures are identical 
to those used in example (1). 

Example (3). On January 15, 1956, A made 
a gift to his nephew, N, of land valued at 
$86,000. and on June 30, 1956, gave N securi¬ 
ties valued at $40,000. On July 1, 1956, A gave 
to his sister, S, $46,000 in cash. A and his 
wife, B. were married during the entire calen¬ 
dar year 1956. The amount of A’s taxable gifts 
for prior years was zero although in arriving 
at that amount A had used in full the specific 
exemption authorized by section 2521. B did 
not make any gifts before 1956. A and B 
elected under section 2513 to have all gifts 
made by either during 1956 treated as made 
one-half by A and one-half by B. Pursuant 
to that election, A and B each filed a gift tax 
return for 1956. A paid gift tax of $11,325 
and B paid gift tax of $5,250, computed as 
follows: 



A 

B 

Value of land given to N- .z 

Less: exclusion__ 

$43,000 

3,000 

$43,000 

3,000 

Included amount of gift..._ 

40,000 

40,000 

Value of securities given to N_... 

Lee^s: exctlMton T . ^ - __ 

20.000 

Nona 

20,000 

None 

Included amount of gift.- 

20,000 

20,000 

Cash gift to 8__ 

Loss: exclusion_— 

23,000 

3,000 

23,000 

3,000 

Included amount of gift...... 

20,000 

20,000 

Total Included gifts-...... 

Less: specific exemption.. 

80,000 

None 

80.000 

30,000 

Taxable gifts tor 1966. 

80,000 

50,000 

Gift tax for 1956.. - 

11,325 

5,250 


The amount of the gift tax paid by A with 
respect to the land given to N is computed 
as follows: 

?^^Mx*1U25(B) =*5,662.50 
$80,000(D) 

The amount of the gift tax paid by B with 
respect to the land given to N is computed 
as follows: 


$40,000 (0 
$80,000(D) 


X $5.250(B) =$2,625 


The amount of the gift tax paid with respect 
to the land is $5,662.50 plus $2,625. or 
$8,287.50. Computed in a similar manner, the 
amount of gift tax paid by A with respect to 
the securities given to N Is $2,831.25, and the 
amount of gift tax paid by B with respect 
thereto is $1,312.50, or a total of $4,143.75. 

Example (4). The facts are the same as in 
example (3) except that A gave the land to 
N on January 15, 1972, the securities to N 
on February 3, 1972, and the cash to S on 
March 7,1972. As in example (3), the amount 
of A’s taxable gifts for taxable years prior to 
1972 was zero, although in arriving at that 
amount A had used in full the specific ex¬ 
emption authorized by section 2521. B did 
not make any gifts before 1972. Pursuant to 
the election under section 2513, A and B 
treated all gifts made by either during 1972 
ns made one-half by A and one-half by B. A 
and B each filed a gift tax return for the first 
quarter of 1972 on May 15, 1972, as required 
by section 6075(b). A paid gift tax of $11,325 
on taxable gifts of $80,000 and B paid gift 


tax of $5,250 on taxable gifts of $50,000. The 
amount of the gift tax paid by A and B with 
respect to the land given to N is $5,662.50 and 
$2,625, respectively. The computations for 
these figures are identical to those used in 
example (3). 

• « • • * 

Par. 3. Section 1.1223 is amended by 
redesignating subsection (10) of section 
1223 as (12), by inserting new subsec¬ 
tions (10) and (11) immediately after 
subsection (9), and by adding a histori¬ 
cal note. These redesignated and added 
provisions read as follows: 

§ 1.1223 Statutory provisions; holding 
period of properly. 

Sec. 1223. Holding period of property. * • • 

(10) In determining the period for which 
the taxpayer has held trust certificates of a 
trust to which subsection (d) of section 1246 
applies, or the period for which the taxpayer 
has held stock in a corporation to which sub¬ 
section (d) of section 1246 applies, there 
shall be included the period for which the 
trust or corporation (as the case may be) 
held the stock of foreign investment com¬ 
panies. 

(11) In the case of a person acquiring 
property from a decedent or to whom prop¬ 
erty passed from a decedent (within the 
meaning of section 1014(b)), if— 

(A) The basis of such property in the 
hands of such person is determined under 
section 1014, and 

(B) Such property is sold or otherwise dis¬ 
posed of by such person within 6 months 
after the decedent’s death, 

then such person shall be considered to have 
held such property for more than 6 months. 

(12) Cross reference. • • • 

[Sec. 1223 as amended by sec. 14(b), Rev. Act 
1962 (76 Stat. 1041); sec. 101(g). Excise. 
Estate, and Gift Tax Adjustment Act 1970 
(84 Stat. 1838) 1 

Par. 4. Section 1.1223-1 is amended by 
redesignating paragraph (j) as (k) and 
inserting a new paragraph (j) imme¬ 
diately after paragraph (i). These re¬ 
designated and added provisions read as 
follows: 

§ 1.1223-1 Determination of period for 
which capital assets are held. 

• * * • * 

(j) In the case of a person acquiring 
property, or to whom property passed, 
from a decedent (within the meaning of 
section 1014(b)) dying after Decem¬ 
ber 31, 1970, such person shall be con¬ 
sidered to have held the property for 
more than 6 months if the property— 

(1) Has a basis in the hands of such 
person which is determined in whole or 
in part under section 1014, and 

(2) Is sold or otherwise disposed of by 
such person within 6 months after the 
decedent’s death. 

The provisions of this paragraph apply 
to sales of such property included In the 
decedent’s gross estate for the purposes 
of the estate tax by the executor or ad¬ 
ministrator of the estate and to sales oi 
such property by other persons who have 
acquired property from the decedent. 
The provisions of this paragraph may 
also be applicable to cases involving joint 
tenancies, community property, anu 
properties transferred in contemplation 
of death. Thus, if a surviving joint ten- 
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ant, who acquired property by right of 
survivorship, sells, or otherwise disposes 
of such property within 6 months after 
the date of the decedent’s death, and the 
basis of the property in his hands is de¬ 
termined in whole or in part under sec¬ 
tion 1014, the property shall be consid¬ 
ered to have been held by the surviving 
joint tenant for more than 6 months. 
Similarly, a surviving spouse’s share of 
community property shall be considered 
to have been held by her for more than 
6 months if it is sold or otherwise dis¬ 
posed of within 6 months after the date 
of the decedent’s death, regardless of 
when the property was actually acquired 
by the marital community. For the pur¬ 
poses of tills paragraph, it is immaterial 
that the sale or other disposition pro¬ 
duces gain or loss. If property is consid¬ 
ered to have been held for more than 
6 months by reason of this paragraph, 
it also is considered to have been held 
for that period for purposes of section 
1231 (if that section is otherwise ap¬ 
plicable) . 

(k) Any reference in section 1223 or 
this section to another provision of the 
Internal Revenue Code of 1954 is, 
where applicable, to be deemed a refer¬ 
ence to the corresponding provision of 
the Internal Revenue Code of 1939, or 
prior internal revenue laws. The provi¬ 
sions of prior internal revenue laws here 
intended are the sections referred to in 
the sections of the Internal Revenue 
Code of 1939 which correspond to the 
sections of the Internal Revenue Code 
of 1954 referred to in section 1223. Thus, 
the sections corresponding to section 
1081(c) are section 371(c) of the Reve¬ 
nue Act of 1938 (52 Stat. 553) and section 
371(c) of the Internal Revenue Code of 
1939. The sections corresponding to sec¬ 
tion 1091 are section 118 of each of the 
following: The Revenue Acts of 1928 (45 
Stat. 826), 1932 (47 Stat. 208), 1934 (48 
Stat. 715), 1936 (49 Stat. 1692), 1938 (52 
Stat. 503), and the Internal Revenue 
Code of 1939. 

Par. 5. Section 1.6161 is amended by 
revising section 6161(a)(1), by revising 
section 6161(b). and by adding a his¬ 
torical note. These revised and added 
provisions read as follows : 

§ 1.6161 Statu lory proviftions; exten sion 

of time for paying tax. 

Sec. 6161. Extension of time for paying 
tax —(a) Amount determined by taxpayer 
on return —(1) General rule. The Secretary 
or his delegate, except as otherwise provided 
in this title, may extend the time for pay¬ 
ment of the amount of the tax shown, or 
required to be shown, on any return or dec¬ 
laration required under authority of this 
title (or any installment thereof), for a rea¬ 
sonable period not to exceed 6 months (• • •) 
from the date fixed for payment thereof. 
Such extension may exceed 6 months in the 
ease of a taxpayer who is abroad. 

* • • • • 

(b) Amount determined as deficiency . 
under regulations prescribed by the Secre¬ 
tary or his delegate, the Secretary or his dele¬ 
gate may extend, to the extent provided 
nelow, the time for payment of the amount 
determined as a deficiency: 
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(1) In the case of a tax imposed by chap¬ 
ter 1, 12, or 42, for a period not to exceed 18 
months from the date fixed for payment of 
the deficiency, and, in exceptional cases, for 
a further period not to exceed 12 months; 

* * • • • 

An extension under this subsection may be 
granted only where it is shown to the satis¬ 
faction of the Secretary or his delegate that 
the payment of a deficiency upon the date 
fixed for the payment thereof wfil result In 
undue hardship to the taxpayer In the case 
of a tax Imposed by chapter 1 or 42, to the 
estate in the case of a tax imposed by chap¬ 
ter 11. or to the donor in the case of a tax 
imposed by chapter 12. No extension shall be 
granted if the deficiency is due to negli¬ 
gence, to intentional disregard of rules and 
regulations, or to fraud with intent to evade 
tax. 


(Sec. 6161 as amended by sec. 101 (J), Tax 
Reform Act 1969 (83 Stat. 530); sec. 101(h), 
Excise, Estate, and Gift Tax Adjustment Act 
1970 (84 State. 1838) J 


PART 20—ESTATE TAX; ESTATES OF 
DECEDENTS DYING AFTER AU¬ 
GUST 16, 1954 

Par. 6. Section 20.0-1 is amended by 
revising paragraph (a)(1) to read as 
follows: 

§ 20.0—1 Introduction. 

(a) In general. (1) The regulations in 
this part (Part 20, Subchapter B, Chap¬ 
ter I, Title 26, Code of Federal Regula¬ 
tions) are designated “Estate Tax Reg¬ 
ulations.” These regulations pertain to 
(i) the Federal estate tax imposed by 
chapter 11 of subtitle B of the Internal 
Revenue Code on the transfer of estates 
of decedents dying after August 16, 1954, 
and (li) certain related administrative 
provisions of subtitle F of the Code. It 
should be noted that the application of 
many of the provisions of these regula¬ 
tions may be affected by the provisions 
of an applicable death tax convention 
with a foreign country. Unless otherwise 
indicated, references in the regulations 
to the “Internal Revenue Code” or the 
“Code’* are references to the Internal 
Revenue Code of 1954, as amended, and 
references to a section or other provi¬ 
sion of law are references to a section or 
other provision of the Internal Revenue 
Code of 1954, as amended. Unless other¬ 
wise provided, the Estate Tax Regula¬ 
tions are applicable to the estates of de¬ 
cedents dying after August 16, 1954, and 
supersede the regulations contained in 
Part 81 of this chapter (1939) (Regula¬ 
tions 105, Estate Tax), as prescribed and 
made applicable to the Internal Revenue 
Code of 1954 by Treasury Decision 6091, 
signed August 16, 1954 (19 F.R. 5167, 
Aug. 17, 1954). The regulations in this 
part do not reflect the amendments made 
by the Foreign Investors Tax Act of 1968 
(80 Stat. 1539). 

• • • * • 

Par. 7. Section 20.2012 Is amended by 
revising section 2012(b)(1), by revising 
section 2012(d), and by adding a his¬ 
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torical note. These revised and added 
provisions read as follows: 

§20.2012 Statutory provisions; credit 
for gift tax. 

Sec. 2012. Credit for gift tax. • • • 

(b) In applying, with respect to any gift, 
the ratio stated In subsection (a), the value 
at the time of the gift or at the time of the 
death referred to in such ratio, shall be 
reduced— 

(1) By such amount as will properly re¬ 
flect the amount of such gift which was ex¬ 
cluded in determining (for purposes of sec¬ 
tion 2503(a)), or of corresponding provisions 
of prior laws, the toted amount of gifts made 
during the calendar quarter (or calendar year 
If the gift was made before January 1, 1971) 
In which the gift was made; 

• • • • • 

(d) (1) For purposes of subsection (a) , the 
amount of tax paid on a gift under chapter 
12, or under corresponding provisions of prior 
laws, with respect to any gift shall be an 
amount which bears the same ratio to the 
total tax paid for the calendar quarter (or 
calendar year if the gift was made before 
January 1, 1971) in which the gift was made 
as the amount of such gift bears to the total 
amount of taxable gifts (computed without 
deduction of the specific exemption) for such 
qtiarter or year. 

(2) For purposes of paragraph (1), the 
"amount of such gift** shall be the amount 
included with respect to such gift In deter¬ 
mining (for the purposes of section 2503(a), 
or of corresponding provisions of prior laws) 
the total amount of gifts made during such 
quarter or year, reduced by the amount of 
any deduction allowed with respect to such 
gift under section 2522. or under correspond¬ 
ing provisions of prior laws (relating to 
charitable deduction), or under section 2523 
(relating to marital deduction). 

[Sec. 2012 as amended by sec. 102(d)(2), 
Excise. Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1841)] 

Par. 8. Section 20.2012-1 is amended by 
revising so much of paragraph (c) as 
precedes the example to read as follows: 

§ 20.2012—1 Credit for gift tax. 

• • • • * 

(c) “ First limitation.” The amount of 
the gift tax paid on the gift is the “first 
limitation.” Thus, if only one gift was 
made during a certain calendar quarter, 
or calendar year if the gift was made 
before January 1, 1971, and the gift is 
wholly included in the decedent’s gross 
estate for the purpose of the estate tax, 
the credit with respect to the gift is lim¬ 
ited to the amount of the gift tax paid 
for that calendar quarter or calendar 
year. On the other hand, if more than 
one gift was made during a certain cal¬ 
endar quarter or calendar year, the 
credit with respect to any such gift 
which is included in the decedent’s gross 
estate is limited under section 2012(d) 
to an amount, A, which bears the same 
ratio to B (the total gift tax paid for 
that calendar quarter or calendar year) 
as C (the “amount of the gift,” computed 
as described below) bears to D (the total 
taxable gifts for the calendar quarter or 
the calendar year, computed without de¬ 
duction of the gift tax specific exemp¬ 
tion) . Stated algebraically, the “first lim¬ 
itation” (A) equals 
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'•Amount of the glft M (O) 

Total taxable gifts, plus specific exemption allowed (D) 


X Total gift tax paid (B). 


For purposes of the ratio stated above, 
the ‘amount of the gift” referred to as 
factor ”C’’ is the value of the gift reduced 
by any portion exluded or deducted 
under sections 2503(b) (annual exclu¬ 
sion). 2522 (charitable deduction), or 
2523 (marital deduction of the Internal 
Revenue Code or corresponding provi¬ 
sions of prior law. In making the compu¬ 
tations described in this paragraph, the 
values to be used are those finally deter¬ 
mined for the purpose of the gift tax, ir¬ 
respective of the values determined for 
the purpose of the estate tax. A similar 
computation is made in case only a por¬ 
tion of any gift is included in the dece¬ 
dent’s gross estate. The application of 
this paragraph may be illustrated by the 
following example: 

• * • * * 

Par. 9. Section 20.2032 is amended by 
revising sections 2032(a) (1) and (2), 
by revising section 2032(b) and by add¬ 
ing a historical note. These revised and 
added provisions read as follows: 

§ 20.2032 Statutory provisions; alter- 
nate valuation. 

Sec. 2032. Alternate valuation — (a) Gen¬ 
era/. • • • 

(1) In the case of property distributed, 
sold, exchanged, or otherwise disposed of. 
within 6 months after the decedent s death 
such property shall be valued as of the date 
of distribution, sale, exchange, or other dis¬ 
position. 

(2) In the case of property not distributed, 
sold, exchanged, or otherwise disposed of, 
within 6 months after the decedent’s death 
such property shall be valued as of the date 
6 months after the decedent's death. 

• • • • • 

(b) Special rules. No deduction under 
this chapter of any Item shall be allowed 
If allowance for such item is In effect given 
by the alternate valuation provided by this 
section. Wherever In any other subsection or 
section of this chapter reference is made to 
the value of property at the time of the de¬ 
cedent’s death, such reference shall be 
deemed to refer to the value of such prop¬ 
erty used in determining the value of the 
gross estate. In case of an election made by 
the executor under this section, then— 

(1) For purposes of the charitable deduc¬ 
tion under section 2055 or 2106(a)(2), any 
bequest, legacy, devise, or transfer enumer¬ 
ated therein, and 

(2) For the purpose of the marital deduc¬ 
tion under section 2056, any interest in prop¬ 
erty passing to the surviving spouse, 

shall be valued as of the date of the de¬ 
cedent’s death with adjustment for any dif¬ 
ference in value (not due to mere lapse of 
time or the occurrence or nonoccurrence of 
a contingency) of the property as of the 
date 6 months after the decedent's death 
(substituting, in the case of property dis¬ 
tributed by the executor or trustee, or sold, 
exchanged, or otherwise disposed of, during 
such 6-month period, the date thereof). 

• • • • • 
(Sec. 2032 as amended by sec. 101(a), Ex¬ 
cise, Estate, and Gift Tax Adjustment Act 
1970 (64 Stat. 1836)) 

Par. 10. Section 20.2032-1 is amended 
by revising paragraphs (a)(1), (a)(2), 

(a)(3), (b), (f)(1), and (g) to read as 
follows: 


§ 20.2032—1 Alternate valuation. 

(a) In general. • • • 

(1) Any property distributed, sold, ex¬ 
changed, or otherwise disposed of within 
6 months (1 year, if the decedent died on 
or before December 31, 1970) after the 
decedent’s death is valued as of the date 
on which it is first distributed, sold, ex¬ 
changed, or otherwise disposed of; 

(2) Any property not distributed, sold, 
exchanged, or otherwise disposed of 
within 6 months (1 year, if the decedent 
died on or before December 31, 1970) 
after the decedent’s death is valued as of 
the date 6 months (1 year, if the decedent 
died on or before December 31, 1970) 
after the date of the decedent’s death; 

(3) Any property, interest, or estate 
which is affected by mere lapse of time 
is valued as of the date of the decedent’s 
death, but adjusted for any difference 
in its value not due to mere lapse of 
time as of the date 6 months (1 year, 
if the decedent died on or before Decem¬ 
ber 31, 1970) after the decedent’s death, 
or as of the date of its distribution, sale, 
exchange, or other disposition, which¬ 
ever date first occurs. 

(b) Method and effect of election. (1) 
While it is the purpose of section 2032 to 
permit a reduction in the amount of tax 
that would otherwise be payable if the 
gross estate has suffered a shrinkage in 
its aggregate value in the 6 months (1 
year, if the decedent died on or before 
December 31, 1970) following the dece¬ 
dent’s death, the alternate valuation 
method is not automatic but must be 
elected. Furthermore, the alternate valu¬ 
ation method may be elected whether or 
not there has been a shrinkage in the 
aggregate value of the estate. However, 
the election is not effective for any pur¬ 
pose unless the value of the gross estate 
at the time of the decedent’s death ex¬ 
ceeded $60,000, so that an estate tax re¬ 
turn is required to be filed under section 
6018. 

(2> If the alternate valuation method 
under section 2032 is to be used, section 
2032(0 requires that the executor must 
so elect on the estate tax return required 
under section 6018, filed within 9 months 
(15 months, if the decedent died on or 
before December 31, 1970) from the 
date of the decedent’s death or within 
the period of any extension of time 
granted by the district director under 
section 6081. In no case may the election 
be exercised, or a previous election 
changed, after the expiration of such 
time. If the election is made, it applies to 
all the property included in the gross 
estate, and cannot be applied to only a 
portion of the property. 

• • * * • 

(f) Mere lapse of time. • • • 

(1) Life estates, remainders , and sim¬ 
ilar interests. The values of life estates, 
remainders, and similar interests are to 
be obtained by applying the methods pre¬ 
scribed in § 20.2031-7, using (i) the age 
of each person, the duration of whose life 
may affect the value of the interest, as of 


the date of the decedent’s death, and (ii) 
the value of the property as of the alter¬ 
nate date. For example, assume that the 
decedent or his estate was entitled to 
receive property upon the death of his 
elder brother who was entitled to receive 
the income therefrom for life. At the date 
of the decedent’s death, the property was 
worth $50,000 and the elder brother was 
31 years old. The value of the decedent's 
remainder interest at the date of his 
death would, as explained in paragraph 
(d) of § 20.2031-7, be $14,466 ($50,000 
X0.28932). If, because of economic con¬ 
ditions, the property declined in value 
and was worth only $40,000, 6 months (1 
year if the decedent died on or before 
December 31, 1970) after the date of the 
decedent’s death, the value of the re¬ 
mainder interest as of the alternate date 
would be $11,572.80 ($40,000 X0.28932), 
even though the elder brother may be 32 
years old on the alternate date. 

• • • • • 

(g) Effect of election on deductions. If 
the executor elects the alternate valua¬ 
tion method under section 2032, any 
deduction for administration expenses 
under section 2053(b) (pertaining to 
property not subject to claims) or losses 
under section 2054 (or section 2106(a) 
(1), relating to estates of nonresidents 
not citizens) is allowed only to the extent 
that it is not otherwise in effect allowed 
in determining the value of the gross 
estate. Furthermore, the amount of any 
charitable deduction under section 2055 
(or section 2106(a)(2), relating to the 
estates of nonresidents not citizens) or 
the amount of any marital deduction un¬ 
der section 2056 is determined by the 
value of the property with respect to 
which the deduction is allowed as of the 
date of the decedent’s death, adjusted, 
however, for any difference in its value 
as of the date 6 months (1 year, if the 
decedent died on or before December 31, 
1970) after death, or as of the date of 
its distribution, sale, exchange, or other 
disposition, whichever first occurs. How¬ 
ever, no such adjustment may take into 
account any difference in value due to 
lapse of time or to the occurrence or 
nonoccurrence of a contingency. 

Par. 11. Section 20.2053-1 is amended 
by revising paragraph (c) (2) to read as 
follows: 

§ 20.2033-1 Deductions for expenses, 
indebtedness, and taxes; in general. 
* • * • • 

(c) Provision applicable to first cate¬ 
gory only. • • • 

(2) Amounts paid, out of property not 
subject to claims against the decedent s 
estate, within 9 months (15 months in 
the case of the estate of a decedent dying 
before January 1, 1971) after the de¬ 
cedent’s death (the period within which 
the estate tax return must be filed under 
section 6075), or within any extension of 
time for filing the return granted under 
section 6081. 

# • • • • 

Par. 12. Section 20.2055 is amended by 
revising section 2055(a) (2) and (3). by 
revising section 2055(b)(2)(C), by re- 
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vising section 2055(e), and by revising 
the historical note. These revised provi¬ 
sions read as follows: 

§20.2055 Statutory provisions; trans¬ 
fers for public, charitable, and reli¬ 
gious uses. 

Sec. 2055. Transfers for public , charitable 
and religious uses— (a) In general. • • • 

(2) To or for the use of any corporation 
orgauized and operated exclusively for reli¬ 
gious. charitable, scientific, literary, or edu¬ 
cational purposes, including the encourage¬ 
ment of art and the prevention of cruelty 
to children or animals, no part of the net 
earnings of which Insures to the benefit of 
any private stockholder or Individual, no 
substantial part of the activities of which 
is carrying on propaganda, or otherwise at¬ 
tempting, to influence legislation, and which 
does not participate in. or intervene in (in¬ 
cluding the publishing or distributing of 
statements), any political campaign on be¬ 
half of any candidate for public office; 

(3) To a trustee or trustees, or a fraternal 
society, order, or association operating under 
the lodge system, but only if such contribu¬ 
tions or gifts ore to be used by such trustee 
or trustees, or by such fraternal society, or¬ 
der, or association, exclusively for religious, 
charitable, scientific, literary, or educational 
purposes, or for the prevention of cruelty to 
children or animals, no substantial part of 
the activities of such trustee or trustees, or 
of such fraternal society, order, or associa¬ 
tion, is carrying on propaganda, or otherwise 
attempting, to influence legislation, and such 
trustee or trustees, or such fraternal society, 
order, or association, does not participate in, 
or intervene in (including the publishing 
or distributing of statements), any political 
campaign on behalf of any candidate for 
pnblio office; or 

• • • # • 

(b) Powers of appointment • • • 

(2) Special rule for certain bequests sub¬ 
ject to power of appointment. • • • 

(C) Such surviving spouse by affidavit ex¬ 
ecuted within 6 months after the death of 
the decedent specifies the organizations de¬ 
scribed in subsection (a) (2) in favor of 
which he Intends to exercise the power of 
appointment and indicates the amount or 
proportion each such organization is to re¬ 
ceive; and 

• • • * • 

(e) Disallowance of deductions in certain 
cases. (1) No deduction shall be allowed un¬ 
der this section for a transfer to or for the 
use of an organization or trust described in 
section 508(d) or 4048(c)(4) subject to the 
conditions specified in such sections. 

(2) Where an interest in property (other 
than a remainder Interest In a personal resi¬ 
dence or farm or an undivided portion of the 
decedent’8 entire Interest In property) passes 
or has passed from the decedent to a per¬ 
son, or for a use, described in subsection (a), 
and an Interest (other than an interest which 
is extinguished upon the decedent's death) 
in the same property passes or has passed 
(for less than an adequate and full consider¬ 
ation In money or money's worth) from the 
decedent to a person, or for a U9e, not de¬ 
scribed in subsection (a), no deduction shall 
be allowed under this section for the Interest 
which passes or has passed to the person, 
or for the use, described in subsection (a) 
unless— 

(A) in the case of a remainder interest, 
interest is in a trust which 1s a chari¬ 
table remainder annuity trust or a charitable 
remainder unitrust (described in section 
064) or a pooled income fund (described in 

section 642(c) (6)), or 

, In case of any other Interest, such 

terest is in the form of a guaranteed an¬ 


nuity or is a fixed percentage distributed 
yearly of the fair market value of the prop¬ 
erty (to be determined yearly). 

• • • * • 

[Sec. 2055 as amended by sec. 1, Act of Aug. 6, 
1956 (Public Law 1011, 84th Cong., 70 Stat. 
1075); sec. 30(d), Technical Amendments 
Act 1958 (72 Stat. 1631); sec. 201(d), Tax 
Reform Act 1969 ( 83 Stat. 560); sec. 101(c), 
Excise, Estate, and Gift Tax Adjvistment Act 
1970 (84 Stat. 1836) J 

Par. 13. Section 20.2055-2 is amended 
by revising paragraph (c) (1) to read as 
follows: 

§ 20.2055—2 Transfers nol exclusively 
for charitable purposes. 

• • * • • 

(c) Disclaimers. * * • 

(1) A disclaimer of a bequest, devise, 
transfer, or power, if (i) the disclaimer 
is made within 9 months (15 months, 
if the decendent died on or before De¬ 
cember 31. 1970) after the decendent’s 
death (the period of time within which 
the estate tax return must be filed under 
section 6075) or within any extension of 
time for filing the return granted pur¬ 
suant to section 6081, and (ii> the dis¬ 
claimer is irrevocable at the time the 
deduction is allowed, or 

• * • * * 

Par. 14. Section 20.2204 is amended to 
read as follows: 

§20.2204 Statutory provisions; dis¬ 
charge of fiduciary from personal 
liability. 

(a) Section 2204 as amended by section 
101(d) of the Excise, Estate, and Gift Tax 
Adjustment Act of 1970: 

Sec. 2204. Discharge of fiduciary from per¬ 
sonal liability —(a) General rule. If the ex¬ 
ecutor makes written application to the Sec¬ 
retary or his delegate for determination of 
the amount of the tax and discharge from 
personal liability therefor, the Secretary 
or his delegate (as soon as possible, and in 
any event within 1 year after the making of 
such application, or, if the application is 
made before the return is filed then within 
1 year after the return is filed, but not after 
the expiration of the period prescribed for 
the assessment of the tax in section 6501) 
shall notify the executor of the amount of 
the tax. The executor, on payment of the 
amount of which he is notified (other than 
any amount the time for payment of which 
is extended under section 6161, 6163, or 6166), 
and on furnishing any bond which may be 
required for any amount for which the time 
for payment Is extended, shall be discharged 
from personal liability for any deficiency in 
tax thereafter found to be due and shall be 
entitled to a receipt or writing showing such 
discharge. 

(b) Fiduciary other than the executor. If 
a fiduciary (not including a fiduciary in re¬ 
spect of the estate of a nonresident dece¬ 
dent) other than the executor makes written 
application to the Secretary or his delegate 
for determination of the amount of any es¬ 
tate tax for which the fiduciary may be per¬ 
sonally liable, and for discharge from per¬ 
sonal liability therefor, the Secretary or his 
delegate upon the discharge of the executor 
from personal liability under subsection (a), 
or upon the expiration of 6 months after the 
making of such application by the fiduciary. 
If later, shall notify the fiduciary (1) of the 
amount of such tax for which it has been de¬ 
termined the fiduciary is liable, or (2) that it 
has been determined that the fiduciary is 
not liable for any such tax. Such application 
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shall be accompanied by a copy of the In¬ 
strument, if any. under which such fiduciary 
is acting, a description of the property held 
by the fiduciary, and such other information 
for purposes of carrying out the provisions 
of this section as the Secretary or his dele¬ 
gate may require by regulations. On pay¬ 
ment of the amount of such tax for which 
it has been determined the fiduciary is lia¬ 
ble (other than any amount the time for 
payment of which has not been extended 
under section 6161, 6163, or 6166), and on 
furnishing any bond which may be required 
for any amount for which the time for pay¬ 
ment has been extended, or on receipt by him 
of notification of a determination that he is 
not liable for any such tax. the fiduciary 
shall be discharged from personal liability for 
any deficiency In such tax thereafter found 
to be due and shall be entitled to a receipt 
or writing evidencing such discharge. 

[Sec. 2204 as amended by sec. 101(d). Excise. 
Estate, and Gift Tax Adjustment Act 1970 
(84 Stat. 1836) | 

(b) Section 101(f) of the Excise. Estate, 
and Gift Tax Adjustment Act of 1970: 

(f) Reduction of Period for Discharge of 
Executor from Personal Liability.—Effective 
with respect to the estates of decedents dying 
after December 31, 1973, sections 2204 and 
6905 are each amended by striking out “1 
year” and inserting in lieu thereof ”9 
months”. 

[Sec. 101(f), Excise, Estate, and Gift Tax 
Adjustment Act 1970 (84 Stat. 1838) | 

Par. 15. Section 20.2204-1 is amended 
to read as follows: 

§ 20.2201—1 Discharge of executor from 

personal liability. 

(a) General rule. The executor of a 
decedent’s estate may make written ap¬ 
plication to the applicable internal reve¬ 
nue officer with whom the estate tax re¬ 
turn is required to be filed, as provided 
in § 20.6091-1, for a determination of the 
Federal estate tax and for a discharge of 
personal liability therefrom. Within 9 
months (1 year with respect to the estate 
of a decedent dying before January 1, 
1974) after receipt of the application, or 
if the application is made before the re¬ 
turn is filed then within 9 months (1 year 
with respect to the estate of a decedent 
dying before January 1, 1974) after the 
return is filed, the executor will be noti¬ 
fied of the amount of the tax and. upon 
payment thereof, he will be discharged 
from personal liability for any deficiency 
in the tax thereafter found to be due. 
If no such notification is received, the 
executor is discharged at the end of such 
9-month (1 year if applicable) period 
from personal liability for any deficiency 
thereafter found to be due. The dis¬ 
charge of the executor from personal li¬ 
ability under this section applies only to 
him in his personal capacity and to ills 
personal assets. The discharge is not ap¬ 
plicable to his liability as executor to the 
extent of the assets of the estate in his 
possession or control. Further, the dis¬ 
charge is not to operate as a release of 
any part of the gross estate from the lien 
for estate tax for any deficiency that may 
thereafter be determined to be due. 

(b) Special rule in the case of ex/en- 
sion of time for payment of tax. In addi¬ 
tion to the provisions of paragraph <a) 
of tills section, an executor of the estate 
of a decedent dying after December 31, 
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1970, may make written application to 
be discharged from personal liability for 
the amount of Federal estate tax for 
which the time for payment has been 
extended under section 6161, 6163, or 
6166. In such a case, the executor will be 
notified of the amount of bond, if any, to 
be furnished within 9 months (1 year 
with respect to the estate of a decedent 
dying before January 1, 1974) after re¬ 
ceipt of the application, or, if the appli¬ 
cation is made before the return is filed, 
within 9 months (1 year with respect to 
the estate of a decedent dying before 
January 1, 1974) after the return is filed. 
The amount of any bond required under 
the provisions of this paragraph shall not 
exceed the amount of tax the payment 
of which has been extended. Upon fur¬ 
nishing the bond in the form required 
under § 301.7101-1 of this chapter (Reg¬ 
ulations on Procedure and Administra¬ 
tion) , or upon receipt of the notification 
that no bond is required, the executor 
will be discharged from personal liability 
for the tax the payment of which has 
been extended. If no notification is re¬ 
ceived, the executor is discharged at the 
end of such 9-month period (or 1-year 
period if applicable) from personal li¬ 
ability for the tax the payment of which 
has been extended. 

Par. 16. The following section is in¬ 
serted immediately before § 20.2205: 

§ 20.2204—2 Discharge of fiduciary 
other ill an execulor from personal 
liability. 

(a) A fiduciary (not including a fidu¬ 
ciary of the estate of a nonresident de¬ 
cedent), other than the executor, who 
as a fiduciary holds, or has held at any 
time since the decedent's death, prop¬ 
erty includible in the gross estate of a 
decedent dying after December 31, 1970, 
may make written application to the ap¬ 
plicable internal revenue officer with 
whom the estate tax return is required to 
be filed, as provided in § 20.6091-1, for a 
determination of the Federal estate tax 
liability with respect to such property 
and for a discharge of personal liability 
therefrom. The application must be ac¬ 
companied by a copy of the instrument, 
if any, under which the fiduciary is act¬ 
ing, a description of all the property held 
by the fiduciary which is includible in the 
gross estate of the decedent, and any 
other information that would be rele¬ 
vant to a determination of the fiduci¬ 
ary’s tax liability. 

(b) Upon the discharge of the execu¬ 
tor from personal liability under 
§ 20.2204-1, or, if later, wdthin 6 months 
after the receipt of the application filed 
by a fiduciary pursuant to the provisions 
of paragraph (a) of this section, such 
fiduciary 'will be notified either (1) of 
the amount of tax for winch it has been 
determined the fiduciary is liable, or (2) 
that it has been determined that the 
fiduciary is not liable for any such tax. 
The fiduciary will also be notified of the 
amount of bond, if any, to be furnished 
for any Federal estate tax for which the 
time for payment has been extended un¬ 
der section 6161, 6163, or 6166. The 


amount of any bond required under the 
provisions of this paragraph shall not 
exceed the amount of tax the payment 
of which has been so extended. Upon 
payment of the amount for which it has 
been determined the fiduciary is liable, 
and upon furnishing any bond required 
under this paragraph in the form speci¬ 
fied under § 301.7101-1 of this chapter 
(Regulations on Procedure and Admin¬ 
istration), or upon receipt by the fidu¬ 
ciary of notification of a determination 
that he is not liable for such tax or that 
a bond is not required, the fiduciary will 
be discharged from personal liability for 
any deficiency in the tax thereafter 
found to be due. If no such notification 
is received, the fiduciary is discharged 
at the end of such 6 months (or upon 
discharge of the executor, if later) from 
personal liability for any deficiency 
thereafter found to be due. The dis¬ 
charge of the fiduciary from personal 
liability under this section applies only 
to him in his personal capacity and to 
his personal assets. The discharge is not 
applicable to his liability as a fiduciary 
(such as a trustee) to the extent of the 
assets of the estate in his possession or 
control. Further, the discharge is not 
to operate as a release of any part of 
the gross estate from the lien for estate 
tax for any deficiency that may there¬ 
after be determined to be due. 

Par. 17. Section 20.6001-1 is amended 
by revising paragraph (b) to read as 
follows: 

§ 20.6001—1 Persons required lo keep 
records and render statements. 

* * * • • 

(b) In addition to filing an estate tax 
return (see § 20.6018-1) and, if applica¬ 
ble, a preliminary notice (see § 20.6036- 
1), the executor shall furnish such 
supplemental data as may be necessary 
to establish the correct estate tax. It is 
therefore the duty of the executor (1) 
to furnish, upon requests copies of any 
documents in his possession (or on file 
in any court having jurisdiction over the 
estate) relating to the estate, appraisal 
lists of any items included in the gross 
estate, copies of balance sheets or other 
financial statements obtainable by him 
relating to the value of stock, and any 
other information obtainable by him 
that may be found necessary in the 
determination of the tax, and (2) to 
render any written statement, contain¬ 
ing a declaration that it is made under 
penalties of perjury, of facts within his 
knowledge which the district director 
may require for the purpose of deter¬ 
mining whether a tax liability exists 
and, if so, the extent thereof. Failure to 
comply with such a request will render 
the executor liable to penalties (see sec¬ 
tion 7269), and proceedings may be in¬ 
stituted in the proper court of the United 
States to secure compliance therewith 
(see section 7604). 

• » • * • 

Par. 18. Section 20.6011-1 is amended 
by revising paragraph (b) to read as 
follows: 


§ 20.6011—1 General requirement of re¬ 
turn, statement, or list. 

• • # • * 

(b) Use of prescribed forms. Copies of 
the forms prescribed by §§ 20.6018-1 and 
20.6036-1 may be obtained from district 
directors. The fact that an executor has 
not been furnished with copies of these 
forms will not excuse him from making a 
return or, if applicable, from filing a 
preliminary notice. Application for a 
form shall be made to the district director 
in ample time for the executor to have 
the form prepared, verified, and filed 
with the appropriate internal revenue 
office on or before the date prescribed 
for the filing thereof (see §§ 20.6071-1 
and 20.6075-1). The executor shall care¬ 
fully prepare the return and, if appli¬ 
cable, the preliminary notice so as to set 
forth fully and clearly the data called for 
therein. A return or. if applicable, a 
preliminary notice which has not been 
so prepared will not be accepted as meet¬ 
ing the requirements of §§ 20.6018-1 
through 20.6018-4 and § 20.6036-1. 

Par. 19. Section 20.6018-3 is amended 
by revising paragraph (c)(6) to read as 
follows: 

§20.6018—3 Returns; contents of re¬ 
turn. 

• • * • • 

(c) Provisions applicable to returns 
described in paragraphs (a) and (5) of 
this section. * • • 

(6) If, pursuant to section 2032, the 
executor elects to have the estate valued 
at a date or dates subsequent to the time 
of the decedent’s death, there must be set 
forth on the return: <i) An itemized 
description of all property included in 
the gross estate on the date of the 
decedent’s death, together with the value 
of each item as of that date; (ii) an 
itemized disclosure of all distributions, 
sales, exchanges, and other dispositions 
of any property during the 6-month (1 
year, if the decedent died on or before 
December 31, 1970) period after the date 
of the decedent's death, together with the 
dates thereof; and (iii) the value of each 
item of property in accordance with the 
provisions of section 2032 (see § 20.- 
2032-1). Interest and rents accrued at 
the date of the decedent’s death and 
dividends declared to stockholders of rec¬ 
ord on or before the date of the decedent’s 
death and not collected at that date are 
to be shown separately. (See also para¬ 
graph (e) of § 20.6018-4 with respect to 
documents required to be filed with the 
return.) 

• • • • • 

Par. 20. Section 20.6018-4 is amended 
by revising paragraph (e) to read as 
follows: ^ 

§ 20.6018-4 Returns; documents to ac¬ 
company the return. 

* • • • • 

(e) If, pursuant to section 2032, the 
executor elects to have the estate valued 
at a date or dates subsequent to the time 
of the decedent’s death, the executor 
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shall file with the return evidence in sup¬ 
port of any statements made by him in 
the return as to distributions, sales, ex¬ 
changes, or other dispositions of prop¬ 
erty during the 6-month (1 year, if the 
decedent died on or before December 31, 
1970) period which followed the dece¬ 
dent’s death. If the court having juris¬ 
diction over the estate makes an order 
or decree of distribution during that pe¬ 
riod, a certified copy thereof must be sub¬ 
mitted as part of the evidence. The dis¬ 
trict director, or the director of a service 
center, may require the submission of 
such additional evidence as is deemed 
necessary. 

• • * * • 

Par. 21. Section 20.6036-1 is amended 
to read as follows: 

§20.6036-1 Notice of qualification as 
executor of estate of decedent dying 
before 1971. 


(a) Preliminary notice . With respect 
to the estate of a decedent dying before 
January 1, 1971, a preliminary notice is 
required to be filed on Form 704 in the 
case of every citizen or resident of the 
United States whose gross estate ex¬ 
ceeded $60,000 in value at the date of 
death, and on Form 705 in the case of 
ever}' nonresident who is not a citizen 
if that part of his gross estate which was 
situated in the United States (see 
§20.2104-1) exceeded $2,000 in value at 
the date of death. The value of the gross 
estate at the date of death governs with 
respect to the filing of the notice regard¬ 
less of whether the value of the gross 
estate is, at the executor’s election, finally 
determined as of a date subsequent to the 
date of death pursuant to the provisions 
of section 2032. If there is doubt as to 
whether the gross estate exceeds $60,000 
or $2,000. as the case may be, the notice 
shall be filed as a matter of precaution 
in order to avoid the possibility of penal¬ 
ties attacliing. The primary purpose of 
the notice is to advise the Internal Reve¬ 
nue Service of the existence of taxable 
estates, and filing shall not be delayed 
beyond the period provided for in 
§ 20.6071-1 merely because of uncertainty 
as to the exact value of the assets. The 
estimate of the gross estate called for by 
the notice shall be the best approxima¬ 
tion of value which can be made within 
the time allowed. Duplicate copies of the 
preliminary notice are not required to be 
fi ed. For criminal penalties for failure to 
nle a notice and filing a false or fraudu- 
Lno notice » see sections 7203. 7207, and 
7269. See § 20.6091-1 for the place for fil- 
mg the notice. See § 20.6071-1 for the 
time for filing the notice. 

(b) Persons required to file. In the 

es ^ e a citizen or resident 
of the United States described in para¬ 
graph (a) of this section, the prelimi- 
must be med to the duly 
Qualified executor or administrator, or 
L n ^ ne Qualifies within 2 months after 
s dea tb» by every person in 
constructive possession of any 
y *K 0f i he deceden t at or after the 
decedent’s death. The signa- 
oue executor or administrator on 
-•*- Preliminary notice Is sufficient. In 


the case of a nonresident not a citizen, 
the notice must be filed by every duly 
qualified executor or administrator 
within the United States, or if none 
qualifies within 2 months after the dece¬ 
dent’s death, by every person In actual 
or constructive possession of any prop¬ 
erty of the decedent at or after the time 
of the decedent’s death. 

Par. 22. The following new r section is 
added immediately before 3 20.6061: 

§ 20.6036-2 Notice of qualification as 
executor of estate of decedent dying 
after 1970. 

In the case of the estate of a decedent 
dying after December 31,1970, no special 
notice of qualification as executor of an 
estate is required to be filed. The require¬ 
ment of section 6036 for notification of 
qualification as executor of an estate 
shall be satisfied by the filing of the 
estate tax return required by section 
6018 and the regulations thereunder. 

Par. 23. Section 20.6071-1 Is amended 
to read as follows: 

§ 20.6071—1 Time for filing preliminary 
notice required by § 20.6036—1. 

In the case of the estate of a decedent 
dying before January 1, 1971, if a duly 
qualified executor or administrator of 
the estate of such a decedent who was 
a resident or a citizen of the United 
States qualifies within 2 months after a 
decedent’s death, or if a duly qualified 
executor or administrator of the estate 
of such a decedent who was a nonresi¬ 
dent not a citizen qualifies within the 
United States within 2 months after the 
decedent’s death, the preliminary notice 
required by § 20.6036-1 must be filed 
within 2 months after his qualification. 
If no such executor or administrator 
qualifies within that period, the pre¬ 
liminary notice must be filed within 2 
months of the decedent’s death. 

Par. 24. Section 20.6075 is amended by 
revising section 6075(a) and adding a 
historical note. These revised and added 
provisions read as follows: 

§ 20.6075 Statutory provision*; time for 
tiling estate tax return. 

Sec. 6075. Time for filing estate and gift 
tax returns —(a) Estate tax returns. Returns 
made under section 6018(a) (relating to 
estate taxes) shall be filed within 9 months 
after the date of the decedent's death. 

• * • • • 
fSec. 6075 as amended by sec. 101(b), Excise, 
Estate, and Gift Tax Adjustment Act 1970 
(84 Stat. 1836) 1 

Par. 25. Section 20.6075-1 is amended 
to read as follows: 

§20.6073—1 Return*: time for filing 
estate tax return. 

The estate tax return required by sec¬ 
tion 6018 must be filed on or before the 
due date. The due date is the date on or 
before which the return is required to 
be filed in accordance with the provi¬ 
sions of section 6075(a) or the last day 
of the period covered by an extension of 
time granted by the district director or 
the director of a service center as pro¬ 
vided in 5 20.6081-1. The due date, with 


respect to a decedent dying after De¬ 
cember 31, 1970, Is, unless an extension 
of time for filing has been granted, the 
day of the ninth calendar month after 
the decedent's death numerically corre¬ 
sponding to the day of the calendar 
month on which death occurred, except 
that, if there is no numerically corre¬ 
sponding day in such ninth month, the 
last day of the ninth month is the due 
date. For example, if the decedent dies 
on July 31, 1972, the estate tax return 
and tax payment must be made on or 
before April 30, 1973. The due date, with 
respect to a decedent dying before Janu¬ 
ary 1, 1971, is. unless an extension of 
time for filing has been granted, the day 
of the 15th calendar month after the de¬ 
cedent’s death numerically correspond¬ 
ing to the day of the calendar month on 
which death occurred, except that, if 
there is no numerically corresponding 
day in such 15th month, the last day 
cf the 15th month is the due date. When 
the due date falls on Saturday. Sunday, 
or a legal holiday, the due date for filing 
the return is the next succeeding day 
which is not Saturday, Sunday, or a legal 
holiday. For definition of a legal holiday, 
see section 7503 and § 301.7503-1 of this 
chapter (Regulations on Procedure and 
Administration). As to additions to the 
tax in the case of failure to file the re¬ 
turn or pay the tax writhin the prescribed 
time, see section 6651 and § 301.6661-1 of 
this chapter (Regulations on Procedure 
and Administration). For rules with re¬ 
spect to the right to elect to have the 
property valued as of a date or dates 
subsequent to the decedent's death, see 
§ 20.2032-1, and section 7502 and § 301.- 
7502-1 of this chapter (Regulations on 
Procedure and Administration). 

Par. 26. Section 20.6081-1 is amended 
by revising paragraphs (a) and (b> to 
read as follows: 

§ 20.6081—1 Extension of time for filiim 
the return. 

(a) In case it is impossible or imprac¬ 
ticable for the executor to file a reason¬ 
ably complete return within 9 months 
(15 months in the case of a decedent 
dying before January 1, 1971) from the 
date of death, the district director or 
the director of a service center may, upon 
a showing of good and sufficient cause, 
grant a reasonable extension of time for 
filing the return required by section 6018. 
Unless the executor is abroad, the exten¬ 
sion may not be for more than 6 months 
from the date for filing provided by sec¬ 
tion 6075(a). Therefore, unless the ex¬ 
ecutor is abroad, the due date for filing 
the return under any extension granted 
by a district director or a director of a 
service center may not be later than 15 
months (21 months in the case of a de¬ 
cedent dying before January 1, 1971) 
from the date of the decedent’s death. 
The extension may, of course, be for a 
lesser period of time. 

(b) Except as provided in paragraph 
(b) of § 301.6091-1 of this chapter (Reg¬ 
ulations on Procedure and Administra¬ 
tion) , relating to hand-carried docu¬ 
ments, such application shall be made to 
the internal revenue officer with w f hom 
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the estate tax return is required to be 
filed and must contain a full recital of 
the causes for the delay. It should be 
made before the expiration of the time 
within which the return otherwise must 
be filed and failure to do so may indicate 
negligence and constitute sufficient cause 
for denial. It should, where possible, be 
made sufficiently early to permit the in¬ 
ternal revenue officer to consider the 
matter and reply before what otherwise 
would be the due date of the return. 


Pah. 27. Section 20.6091 is amended by 
revising section 6091(b)(3), by redesig¬ 
nating section 6091(b) (4) as section 6091 
(b)(5), by revising section 6091(b)(5), 
by adding a new paragraph (4) immedi¬ 
ately after section 6091(b)(3), and by 
adding a historical note. These revised, 
redesignated and added provisions read 
as follows: 

§ 20.6091 Statutory provisions; place 
for filing returns or other documents. 

Sec. 6091. Place for filing returns or other 
documents • • • 

(b) Tax returns. • • • 

(3) Estate tax returns —(A) General rule. 
Except as provided in subparagraph (B). re¬ 
turns of estate tax required under section 
6018 shall be made to the Secretary or his 
delegate— 

(i) In the Internal revenue district in 
which was the domicile of the decedent at 
the time of his death, or 

(li) At a service center serving the Internal 
revenue district referred to in clause (1), 
as the Secretary or his delegate may by regu¬ 
lations designate. 

(B) Exception. If the domicile of the dece¬ 
dent was not in an internal revenue district, 
or if he had no domicile, the estate tax 
return required under section 6018 shall be 
made at such place as the Secretary or his 
delegate may by regulations designate. 

(4) Hand-carried returns. Notwithstanding 
paragraph • • • (3), a return to which para¬ 
graph • • • (3) (A) would apply, but for this 
paragraph, which is made to the Secretary 
or his delegate by hand-carrying shall, under 
regulations prescribed by the Secretary or 
his delegate, be made in the internal revenue 
district referred to in paragraph • • • (3) 
(A) (1) • • •. 

(5) Exceptional cases. Notwithstanding 
paragraph • * • (3). or (4) of this subsec¬ 
tion, the Secretary or his delegate may per¬ 
mit a return to be filed In any Internal reve¬ 
nue district, and may require the return of 
any officer or employee of the Treasury De¬ 
partment to be filed in any internal revenue 
district selected by the Secretary or his dele¬ 
gate. 

|Sec. 6091 as amended by sec. 1(a), Act of 
Nov. 2. 1966 (Public Law 89-713, 80 Stat. 
1107); sec. 101(1) (1). Excise, Estate, and Gift 
Tax Adjustment Act 1970 (84 Stat. 1838)) 

Par. 28. Section 20.6091-1 is amended 
to read as follows: 

§ 20.6091—1 Place for filing returns or 
other documents. 

(a) General rule. If the decedent was 
domiciled in the United States at the 
time of his death, the preliminary notice 
required by 5 20.6036-1 in the case of 
the estate of a decedent dying before 
January 1, 1971, and the estate tax re¬ 
turn required by 5 20.6018-1 shall be filed 
with: 


(1) The service center serving the dis¬ 
trict in which the decedent was domi¬ 
ciled at the time of his death, if the in¬ 
structions applicable to the estate tax re¬ 
turn provide that the return shall be filed 
with a service center, or 

(2) The district director in whose dis¬ 
trict the decedent was domiciled at the 
time of his death, if subparagraph (1) 
of this paragraph does not apply. 

Subparagraph (1) of this paragraph does 
not apply if the return is made by hand¬ 
carrying or if the instructions applicable 
to the preliminary notice or to the return 
do not provide that it shall be filed with 
a service center. 

(b) Non-U.S. domiciliaries. If the de¬ 
cedent was not domiciled in the United 
States at the time of his death, the pre¬ 
liminary notice required by S 20.6036-1 
in the case of the estate of a decedent 
dying before January 1, 1971, and the 
estate tax return required by § 20.6018-1 
shall be filed with the Director of Inter¬ 
national Operations, Internal Revenue 
Service, Washington, D.C. 20225. This 
paragraph applies whether or not the de¬ 
cedent was a citizen of the United States 
and whether or not the return is made 
by hand-carrying. 

Par. 29. Section 20.6161 is amended by 
revising section 6161(a)(1), by revising 
so much of section 6161(b) as follows 
paragraph (1). and by revising the his¬ 
torical note. These revised provisions 
read as follows: 

§ 20.6161 Statutory provisions; exten¬ 
sion of time for paying lax. 

Sec. 6161. Extension of time lor paying 
tax—(a) Amount determined by taxpayer 
on return —(1) General rule. The Secretary 
or his delegate, except as otherwise provided 
in this title, may extend the time for pay¬ 
ment of the amount of the tax shown, or re¬ 
quired to be shown, on any return or decla¬ 
ration required under authority of this title 
(or any Installment thereof), for a reason¬ 
able period not to exceed 6 months (12 
months In the case of estate tax) from the 
date fixed for payment thereof. Such exten¬ 
sion may exceed 6 months In the case of a 
taxpayer who Is abroad. 

• • • • • 

(b) Amount determined as deficiency• • • 

(2) In the case of a tax imposed by chap¬ 
ter 11, for a period not to exceed 4 years 
from the date otherwise fixed for payment 
of the deficiency. 

An extension under this subsection may be 
granted only where it is shown to the satis¬ 
faction of the Secretary or his delegate that 
the payment of a deficiency upon the date 
fixed for the payment thereof will result in 
undue hardship to the taxpayer in the case 
of a tax imposed by chapter 1 or 42, to the 
estate in the case of a tax imposed by chap¬ 
ter 11, or to the donor In the case of a tax 
Imposed by chapter 12. No extension shall be 
granted If the deficiency is due to negligence, 
to intentional disregard of rules and regula¬ 
tions, or to fraud with Intent to evade tax. 

[Sec. 6161 as amended by sec. 206(c), Small 
Business Tax Revision Act 1958 (72 Stat. 
1684); sec. 101(J), Tax Reform Act 1969 (83 
Stat. 530); sec. 101(h), Excise, Estate, and 
Gift Tax Adjustment Act 1970 ( 84 Stat. 
1838)] 

Par. 30. Section 20.6161-1 is amended 
to read as follows: 


§ 20.6161—1 Extension of time for pay¬ 
ing lax shown on return. 

(a) Basis for granting an extension of 
time —(1) Reasonable cause. With re¬ 
spect to the estate of a decedent dying 
after December 31, 1970, an extension of 
time beyond the due date to pay any part 
of the tax shown on the estate tax re¬ 
turn may be granted for a reasonable 
period of time, not to exceed 12 months, 
by the district director or the director 
of a sendee center, at the request of the 
executor, if an examination of all the 
facts and circumstances discloses that 
such request is based upon reasonable 
cause. (See paragraph (b) of this section 
for rules relating to application for ex¬ 
tension.) The following examples illus¬ 
trate cases involving reasonable cause 
for granting an extension of time pur¬ 
suant to this paragraph: 

Example (1). A farm (or other closely held 
business) comprises a significant portion of 
an estate, but the percentage requirements 
of section 6166(a) (relating to an extension 
where the estate Includes a closely held busi¬ 
ness) are not satisfied and, therefore, that 
section does not apply. Sufficient funds for 
the payment of the estate tax when other¬ 
wise due are not readily available. The farm 
(or closely held business) could be sold to 
unrelated persons at a price equal to its fair 
market value, but the executor seeks an ex¬ 
tension of time to facilitate the raising of 
funds from other sources for the payment of 
the estate tax. 

Example (2). An estate includes sufficient 
liquid assets to pay the estate tax when 
otherwise due. The liquid assets, however, are 
located in several jurisdictions and are not 
immediately subject to the control of the 
executor. Consequently, such assets cannot 
readily be marshaled by the executor, even 
with the exercise of due diligence. 

Example (3). An estate is comprised in 
substantial part of assets consisting of rights 
to receive payments in the future (i.e., an¬ 
nuities, copyright royalties, contingent fees, 
or accounts receivable). These assets provide 
Insufficient present cash with which to pay 
the estate tax when otherwise due and the 
estate cannot borrow against these assets 
except upon terms which would inflict loss 
upon the estate. 

Example (4). An estate includes a claim to 
substantial assets which cannot be collected 
without litigation. Consequently, the size of 
the gross estate is unascertainable as of the 
time the tax is otherwise due. 

Example (5). The assets in the gross estate 
which must be liquidated to pay the estate 
tax can only be sold at a sacrifice price or 
in a depressed market if the tax is to be 
paid when otherwise due. 

Example (6). An estate does not have suf¬ 
ficient funds (without borrowing at a rate 
of interest higher than that generally avail¬ 
able) with which to pay the entire estate tax 
when otherwise due. to provide a reasonable 
allowance during the re m a inin g period of 
administration of the estate for the de¬ 
cedent’s widow and dependent children, and 
to satisfy claims against the estate that are 
due and payable. Furthermore, the executor 
has made a reasonable efTort to convert 
assets in his possession (other than an inter¬ 
est In a closely held business to which | 6163 
applies) into cash. 

(2) Undue hardship —(i) General 
rule. In any case where the district di¬ 
rector finds that payment on the due date 
of any part of the tax shown on the re¬ 
turn, or payment of any part of an in- 
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stallmen t under section 6166 (including 
any part of a deficiency prorated to an 
installment the date for payment of 
which had not arrived) on the date fixed 
for payment thereof, would impose undue 
hardship upon the estate, he may extend 
the time for payment for a period or 
periods not to exceed 1 year for any one 
period and for all periods not to exceed 
10 years from the date prescribed in 
section 6151(a) for payment of the tax. 
See paragraph (a) of § 20.6151-1. In ad¬ 
dition, if the district director finds that 
payment upon notice and demand of any 
part of a deficiency prorated under the 
provisions of section 6166 to installments 
the date for payment of which had ar¬ 
rived would impose undue hardship upon 
the estate, he may extend the time for 
payment for a similar period or periods. 

(ii) Definition of “undue hardship ” 
The extension provided under this sub- 
paragraph on the basis of undue hard¬ 
ship to the estate will not be granted 
upon a general statement of hardship or 
merely upon a showing of reasonable 
cause. The term ‘‘undue hardship” 
means more than an inconvenience to 
the estate. A sale of property at a price 
equal to its current fair market value, 
where a market exists, is not ordinarily 
considered as resulting in an undue 
hardship to the estate. However, a sale 
of property at a sacrifice price or on a 
severely depressed market would consti¬ 
tute an undue hardship. Furthermore, 
the necessity for selling an interest in a 
family business, which is included in the 
gross estate, to unrelated persons will be 
considered to be an undue hardship to 
the estate even though the interest could 
be sold at a price equal to its current fair 
market value. 

<b> Application for extension. An ap¬ 
plication containing a request for an ex¬ 
tension of time for paying the tax shown 
on the return shall be in writing, shall 
state the period of the extension re¬ 
quested, and shall include a declaration 
that it is made under penalties of per¬ 
jury. If the application is based upon 
reasonable cause (see paragraph (a)( 1 ) 
of this section), a statement of such rea¬ 
sonable cause shall be included in the 
application. If the application is based 
upon undue hardship to the estate (see 
paragraph (a)( 2 ) of tills section), the 
application shall include a statement ex¬ 
plaining in detail the undue hardship to 
the estate that would result if the re¬ 
quested extension were refused. If the 
application is based on reasonable cause, 
it shall be filed with the internal revenue 
officer with whom the estate tax return 
is required to be filed under the provi¬ 
sions of 5 20.6091-1 (a). If the applica¬ 
tion is based on undue hardship, it shall 
^ filed with the appropriate district 
director referred to in paragraph (a)( 2 ) 
of § 20.6091-1 whether or not the return 
is to be filed with, or the tax is to be 
paid to, such district director. An appli¬ 
cation, for an extension of time, relating 
to the estate of a decedent who was not 
domiciled in the United States at the 
death, shall be filed with the 
Director of International Operations, In¬ 
ternal Revenue Service, Washington, D.C. 


20225. When received, the application 
will be examined, and, if possible, within 
30 days will be denied, granted, or tenta¬ 
tively granted subject to certain condi¬ 
tions of which the executor will be noti¬ 
fied. An application for an extension of 
time for payment of the tax, or of an 
installment under section 6166 (includ¬ 
ing any part of a deficiency prorated to 
an installment the date for payment of 
which had not arrived), will not be con¬ 
sidered unless the extension is applied 
for on or before the date fixed for pay¬ 
ment of the tax or installment. Similarly, 
an application for such an extension of 
time for payment of any part of a defi¬ 
ciency prorated under the provisions of 
section 6166 to installments the date for 
payment of which had arrived, will not 
be considered unless the extension is ap¬ 
plied for on or before the date prescribed 
for payment of the deficiency as shown 
by the notice and demand from the 
district director. If the executor desires 
to obtain an additional extension of time 
for payment of any part of the tax shown 
on the return, or any part of an install¬ 
ment under section 6166 (including any 
part of a deficiency prorated to install¬ 
ment) , it must be applied for on or before 
the date of the expiration of the previous 
extension. The granting of the extension 
of time for paying the tax is discretionary 
with the appropriate internal revenue 
officer and his authority will be exercised 
under such conditions as he may deem 
advisable. However, if a request for an 
extension of time for payment of estate 
tax under tliis section is denied by a 
district director or a director of a serv¬ 
ice center, an appeal may be made to the 
regional commissioner with authority 
over such district director or service cen¬ 
ter director within 10 days after the 
denial is mailed to the executor. If, in 
the mistaken belief that an estate satis¬ 
fies the requirements of section 6166, the 
executor, within the time prescribed in 
paragraph (e) of § 20.6166-1, files a noti¬ 
fication of election to pay estate tax in 
installments, the notification of election 
to pay tax in installments will be treated 
as a timely filed application for an ex¬ 
tension, under section 6161, of time for 
payment of the tax if the executor so 
requests, in writing, within a reasonable 
time after being notified by the district 
director that the estate does not satisfy 
the requirements of section 6166. A re¬ 
quest that the election under section 6166 
be treated as a timely filed application 
for an extension under section 6161 must 
contain, or be supported by the same 
information required by this paragraph 
with respect to an application for such an 
extension. 

(c) Special rules —( 1 ) Payment pursu¬ 
ant to extension. The amount of the tax 
for which an extension is granted, with 
the additions thereto, shall be paid on or 
before the expiration of the period of ex¬ 
tension without the necessity of notice 
and demand from the district director. 

<2) Interest. The granting of an exten¬ 
sion of the time for payment of the tax 
will not relieve the estate from liability 
for the payment of interest thereon dur¬ 


ing the period of the extension. See sec¬ 
tion 6601. 

(3) Duty to file timely return. The 
granting of an extension of time for pay¬ 
ing the tax will not relieve the executor 
from the duty of filing the return on 
or before the date provided for in 
§ 20.6075-1. 

(4) Credit for taxes. An extension of 
time to pay the tax may extend the 
period within which State and foreign 
death taxes allowed as a credit under 
sections 2011 and 2014 are required to 
be paid and the credit therefor claimed. 
See paragraph (c) of §§ 20.2011-1 and 
20.2014-6. 

(d) Cross references . For provisions 
requiring the furnishing of security for 
the payment of the tax for which an ex¬ 
tension is granted, see paragraph (a) 
of § 20.6165-1. For provisions relating to 
extensions of time for payment of tax 
on the value of a reversionary or remain¬ 
der interest in property, see 5 20.6163-1. 

Par. 31. Section 20.6163-1 is amended 
by revising so much of paragraph (a) ( 2 ) 
as follows subdivision (ii) to read as 
follows: 

§ 20.6163—1 Extension of lime for pay¬ 
ment of estate tax on value of rever¬ 
sionary or remainder interest in 
property. 

(a) • • • 

( 2 ) ♦ • • 

See paragraph <a)(2)(ii) of §20.6161-1 
for the meaning of the term “undue 
hardship”. An example of undue hard¬ 
ship is a case where, by reason of the 
time required to settle the complex is¬ 
sues involved in a trust, the decedent’s 
heirs or beneficiaries cannot reasonably 
expect to receive the decedent’s remain¬ 
der interest in the trust before the ex¬ 
piration of the period of postponement. 
The extension will be granted only in the 
manner provided in paragraph (b> of 
§ 20.6161-1, and the amount of the tax 
for which the extension is granted, with 
the additions thereto, shall be paid on or 
before the expiration of the period of ex¬ 
tension without the necessity of notice 
and demand from the district director. 

• * • * * 

Par. 32. Section 20.6166-1 is amended 
by revising paragraph (e)( 2 ) to read as 
follows: 

§ 20.6166—1 Extortion of time for pay¬ 
ment of estate tax where estate con- 
largely of intercut in rlo^ely 
held !>u«ine*s. 

* * * * * 

(e) Notice of election. * • • 

(2) Form of notice. The notice of elec¬ 
tion to pay the estate tax in installments 
may be in the form of a letter addressed 
to the district director. The executor 
shall state in the notice the amount of 
tax which he elects to pay in install¬ 
ments, and the total number of install¬ 
ments (including the installment due 9 
months (15 months, in the case of a de¬ 
cedent dying before January 1 , 1971) 
after the date of the decedent’s death) in 
which he elects to pay the tax. The prop¬ 
erties in the gross estate which constitute 
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the decedent’s interest in a closely held 
business should be listed in the notice, 
and identified by the schedule and item 
number at which they appear on the es¬ 
tate tax return. The notice should set 
forth the facts which formed the basts 
for the executor’s conclusion that the 
estate qualifies for the payment of the 
estate tax in installments. 

* • • • • 

Par. 33 .Section 20.6314 is amended by 
revising section 6314(c) (2) and by add¬ 
ing a historical note. These revised and 
added provisions read as follows: 

§ 20.6314 Statutory provisions; receipt 
for taxes. 

Sec. 6314. Receipt for taxes. 

m • • • • 

(c) Cross references. • • • 

(2) For receipt of discharge of fiduciary 
from personal liability, see section. 2204. 

(Sec. 6314 as amended by sec. 101(d)(2), 
Excise, Estate, and Gift Tax Adjustment Act 
.1970 (84 Stat. 1837) 1 

Par. 34. Section 20.6314-1 is amended 
to read as follows: 

§ 20.6314—1 Duplicate receipts for pay¬ 
ment of estate taxes. 

The internal revenue officer with whom 
the estate tax return is filed will, upon 
request, give to the person paying the 
tax duplicate receipts, either of which 
will be sufficient evidence of such pay¬ 
ment and entitle the executor to be 
credited with the amount by any court 
having jurisdiction to audit or settle his 
accounts. 

Par. 35. Section 20.6324 is amended to 
read as follows: 

§ 20.6324 Statutory provisions; special 
liens for estate and gift taxes. 

Sec. 6324. Special liens for estate and gift 
taxes —(a) Liens for estate tax. Except as 
otherwise provided In subsection (c)— 

(1) Upon gross estate. Unless the estate 
tax Imposed by chapter 11 Is sooner paid In 
full, or becomes unenforceable by reason of 
lapse of time, It shall be a lien upon the 
gross estate of the decedent for 10 years from 
the date of death, except that such part of 
the gross estate as is used for the payment 
of charges against the estate and expenses of 
Its administration, allowed by any court hav¬ 
ing Jurisdiction thereof, shall bo divested of 
such lien. 

(2) Liability of transferees and others. It 
the estate tax imposed by chapter 11 is not 
paid when due, then the spouse, transferee, 
trustee (except the trustee of on employees’ 
trust which meets the requirements of sec¬ 
tion 401(a)), surviving tenant, person in 
possession of the property by reason of the 
exercise, nonexercise, or release of a power of 
appointment, or beneficiary, who receives, or 
has on the date of the decedent’s death, 
property included in the gross estate under 
sections 2034 to 2042, inclusive, to the extent 
of the value, at the time of the decedent's 
death, of such property, shall be personally 
liable for such tax. Any part of such property 
transferred by (or transferred by a trans¬ 
feree of) such spouse, transferee, trustee, 
surviving tenant, person In possession, or 
beneficiary, to a purchaser or holder of a 
security Interest shall be divested of the lien 
provided in paragraph (1) and a like lien 
shall then at tach to all the property of such 
spouse, transferee, trustee, surviving tenant, 
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person in possession, or beneficiary, or trans¬ 
feree of any such person, except any part 
transferred to a purchaser or a holder of a 
security Interest. 

(3) Continuance after discharge of fiduci¬ 
ary . The provisions of section 2204 (relating 
to discharge of fiduciary from personal lia¬ 
bility) shall not operate as a release of any 
part of the gross estate from the Hen for any 
deficiency that may thereafter be determined 
to be due. unless such part of the gross estate 
(or any interest therein) has been trans¬ 
ferred to a purchaser or a holder of a security 
interest, in which case such part (or such 
interest) shall not be subject to a Hen or 
to any claim or demand for any such defi¬ 
ciency, but the lien shall attach to the con¬ 
sideration received from such purchaser or 
holder of a security Interest, by the heirs, 
legatees, devisees, or distributees. 

• • • • • 

(c) Exceptions. (1) The lien imposed by 
subsection (a) or (b) shall not be valid as 
against a mechanic’s lienor and, subject to 
the conditions provided by section 6323(b) 
(relating to protection for certain interests 
even though notice filed), shall not be 
valid with respect to any lien or interest 
described in section 6323(b). 

(2) If a Hen imposed by subsection (a) 
or (b) is not valid as against a Hen or 
security interest, the priority of such lien or 
security interest shall extend to any item 
described in section 6323(e) (relating to 
priority of interest and expenses) to the ex¬ 
tent that, under local law, such item has 
the same priority as the lien or security inter¬ 
est to which it relates. 

(Sec. 6324 as amended by sec. 236 (b), (c), 
Rev. Act 1964 (78 Stat. 127, 128); sec. 102, 
Federal Tax Lien Act 1966 (80 Stat. 1132); 
sec. 101(d)(2), Excise, Estate, and Gift 
Tax Adjustment Act 1970 (84 Stat. 1837) J 

Par. 36. The following new sections 
are inserted immediately before section 
20.7101: 

§ 20.6905 Statutory provisions; dis¬ 
charge of executor from personal lia¬ 
bility for decedent’s income and gift 
taxes. 

(a) Section 6905 as added by section 101 
(e) of the Excise, Estate, and Gift Tax Ad¬ 
justment Act of 1970; 

Sec. 6905. Discharge of executor from per¬ 
sonal liability for decedent's income and gift 
taxes —(a) Discharge of liability. In the case 
of liability of a decedent for taxes Imposed 
by sub title A or by chapter 12, if the executor 
makes written application (filed after the 
return with respect to such taxes is made and 
filed in such manner and such form as may 
be prescribed by regulations of the Secretary 
or his delegate) for release from personal 
liability for such taxes, the Secretary or his 
delegate may notify the executor of the 
amount of such taxes. The executor, upon 
payment of the amount of which he is noti¬ 
fied, or 1 year after receipt of the application 
if no notification is made by the Secretary or 
his delegate before such date, shall be dis¬ 
charged from personal liability for any de¬ 
ficiency in such tax thereafter found to be 
due and shall be entitled to a receipt or writ¬ 
ing showing such discharge. 

(b) Definition of executor. For purposes 
of this section, the term “executor” means 
the executor or administrator of the decedent 
appointed, qualified, and acting within the 
United States. 

(c) Cross reference. For discharge of exec¬ 
utor from personal liability for taxes imposed 
under chapter 11, see section 2204. 

(Sec. 6905 as added by sec. 101(e), Excise, 
Estate, and Gift Tax Adjustment Act 1970 
(84 Stat. 1837) 1 


(b) Section 101(f) of the Excise, Estate, 
and Gift Tax Adjustment Act of 1970: 

(f) Reduction of Period for Discharge of 
Executor from Personal Liability.—Effective 
with respect to the estates of decedents dy¬ 
ing after December 31, 1973, sections 2204 
and 6905 are each amended by striking out 
*T year’’ and inserting In Ueu thereof “9 
months’*. 

(Sec. 101(f), Excise, Estate, and Gift Tax 
Adjustment Act 1970 ( 84 Stat. 1838) j 

§ 20.6905-1 Discharge of executor from 
personal liability for decedent's in. 
come and gift taxes. 

For regulations concerning the dis¬ 
charge of an executor from personal li¬ 
ability for a decedent’s income and gift 
taxes, see § 301.6905-1 of this chapter 
(Regulations on Procedure and Admin¬ 
istration) . 


PART 25—GIFT TAX; GIFTS MADE 
AFTER DECEMBER 31, 1954 

Par. 37. Section 25.0-1 is amended by 
revising paragraph (a) (1) to read as 
follows: 

§ 25.0-1 Introduction. 

(a) In general . (1) The regulations in 
this part are designated “Gift Tax Reg¬ 
ulations.” These regulations pertain to 
(i) the gift tax imposed by chapter 12 
of subtitle B of the Internal Revenue 
Code on the transfer of property by gift 
by individuals in the calendar year 1955, 
in subsequent calendar years beginning 
before the calendar year 1971 and in cal¬ 
endar quarters beginning with the first 
calendar quarter of calendar year 1971, 
and (ii) certain related administrative 
provisions of subtitle F of the Code. It 
should be noted that the application of 
some of the provisions of these regula¬ 
tions may be affected by the provisions 
of an applicable gift tax convention with 
a foreign country. Unless otherwise indi¬ 
cated. references in these regulations to 
the “Internal Revenue Code” or the 
“Code” are references to the Internal 
Revenue Code of 1954, as amended, and 
references to a section or other provision 
of law are references to a section or other 
provision of the Internal Revenue Code 
of 1954, as amended. The Gift Tax Reg¬ 
ulations are applicable to the transfer of 
property by gift by individuals in calen¬ 
dar years 1955 through 1970 and in cal¬ 
endar quarters beginning with the first 
calendar quarter of calendar year 1971, 
and supersede the regulations contained 
in Part 86 of this chapter (1939) (Regu¬ 
lations 108, Gift Tax (8 F.R. 10858)), as 
prescribed and made applicable to the 
Internal Revenue Code of 1954 by Treas¬ 
ury Decision 6091, signed August 16, 1954 
(19 F.R. 5167, Aug. 17, 1954). The regu¬ 
lations in this part do not reflect the 
amendments made by the Foreign In¬ 
vestors Tax Act of 1966 (80 Stat. 1539 
except as provided in § 25.2501. 

0 • • • * 

Par. 38. Section 25.2501 is amended by 
revising section 2501(a) and the historl- 
cal note to read as follows: 
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§25.2501 Statutory provisions; impo¬ 
sition of lax. 

Sec. 2501. Imposition of tax —(a) Taxable 
transfers —(1) General rule. For the first cal¬ 
endar quarter of calendar year 1971 and each 
calendar quarter thereafter a tax, computed 
as provided In section 2502. is hereby Imposed 
on the transfer of property by gift during 
such calendar quarter by any individual, 
resident or nonresident. 

(2) Transfers of intangible property. Ex¬ 
cept as provided in paragraph (3), paragraph 
( 1 ) shall not apply to the transfer of intangi¬ 
ble property by a nonresident not a citizen 
of the United States. 

(3) Exceptions. Paragraph (2) shall not 
apply in the case of a donor who at any time 
after March 8, 1965, and within the 10-year 
period ending with the date of transfer lost 
US. citizenship unless— 

(A) Such donor’s loss of U.8. citizenship 
resulted from the application of section 301 
(b). 350. or 355 of the Immigration and Na¬ 
tionality Act, as amended (8 U.S.C. 1401(b), 
1482, or 1487) . or 

(B) Such loss did not have for one of its 
principal purposes the avoidance of taxes 
under this subtitle or subtitle A. 

(4) Burden of proof. It the Secretary or 
his delegate establishes that it is reasonable 
to believe that an individual's loss of U.S. 
citizenship would, but for paragraph (3), 
result in a substantial reduction for the cal¬ 
endar quarter in the taxes on the transfer of 
property by gift, the burden of proving that 
such loss of citizenship did not have for one 
of its principal purposes the avoidance of 
taxes under this subtitle or subtitle A shall 
be on such individual. 

• • • * • 

|Sec. 2501 as amended by secs. 43(b) and 102 
(b). Technical Amendments Act 1958 (72 
Stat. 1641, 1674): sec. 4(d), Act of Sept. 14, 
1960 (Public Law 86-779, 74 Stat. 1000); sec. 
109(a), Foreign Investors Tax Act 1966 (80 
Stat. 1574) ; sec. 102(a) (1), Excise, Estate, and 
Gift Tax Adjustment Act 1970 (84 Stat. 
1838)1 

Par. 39. Section 25.2501-1 is amended 
by revising paragraph (a) to read as 

follows: 

§ 25.2501-1 Imposition of lux. 

(a) In general. The tax applies to all 
transfers by gift of property, wherever 
situated, by an individual who is a citizen 
or resident of the United States, to the 
extent the value of the transfers exceeds 
the amount of the exclusions authorized 
by section 2503 and the deductions au¬ 
thorized by sections 2521, 2522, and 2523. 
With respect to calendar years after 1954 
and prior to 1971, the tax is imposed on 
the transfer of property by gift during 
such calendar year. With respect to the 
first calendar quarter of calendar year 
1971 and each calendar quarter there¬ 
after, the tax is imposed on the transfer 
of property by gift during such calendar 
quarter. The tax does not apply to a 
transfer of intangible property by a non¬ 
resident who is not a citizen of the United 
States and who was not engaged in busi¬ 
ness in the United States during the cal¬ 
endar year in which the transfer was 
made. For additional rules relating to the 
application of the tax to transfers by 
nonresidents not citizens of the United 
States, see section 2511 and § 25.2511-3. 


Section 25.2502 Is amended 
revising so much of subsection (a) 


of section 2502 as precedes the rate 
schedule, by revising subsections (b) and 
(c) of section 2502, and by adding a 
historical note. These revised and added 
provisions read as follows: 

§25.2502 Statutory provision*; rate of 
tax. 

Sec. 2502. Rate of Tax—(a) Computation 
of tax. The tax imposed by section 2501 for 
each calendar quarter shall be an amount 
equal to the excess of— 

(1) A tax, computed in accordance with 
the rate schedule set forth in this subsec¬ 
tion, on the aggregate sum of the taxable 
gifts for such calendar quarter and for each 
of the preceding calendar years and calendar 
quarters, over 

(2) A tax, computed in accordance with 
such rate schedule, on the aggregate sum of 
the taxable gifts for each of the preceding 
calendar years and calendar quarters. 


(b) Calendar quarter. Wherever used in 
this title in connection with the gift tax 
Imposed by this chapter, the term “calendar 
quarter" Includes only the first calendar 
quarter of the calendar year 1971 and suc¬ 
ceeding calendar quarters. 

(c) Preceding calendar years and quarters. 
Wherever used in this title in connection 
with the gift tax imposed by this chapter— 

(1) The term “preceding calendar years" 
means calendar years 1932 and 1970 and all 
calendar years Intervening between calendar 
year 1932 and calendar year 1970. The term 
“calendar year 1932" Includes only the por¬ 
tion of such year after June 6, 1932. 

(2) The term “preceding calendar quart¬ 
ers" means the first calendar quarter of 
calendar year 1971 and all calendar quarters 
Intervening between such calendar quarter 
and the calendar quarter for which the tax 
is being computed. 


(Sec. 2502 as amended by sec. 102(a)(2), 
Excise, Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1839)1 

Par. 41. Section 25.2502-1 is amended 
by revising paragraph (a), by redesig¬ 
nating paragraph (c) as (d), by adding 
a new paragraph (c) immediately after 
paragraph (b), by revising example (1) 
of new paragraph (d), and by adding ex¬ 
ample (5) to new paragraph (d) immedi¬ 
ately after example (4). These revised 
and added provisions read as follows: 

§ 25.2502—1 Rule of tax. 

(a) Computation of tax —(1) Gifts 
made after December 31, 1970. In the 
case of gifts made after December 31, 
1970, the gift tax is imposed on a calen¬ 
dar quarter basis, rather than on a yearly 
basis. For such gifts, the rate of tax is 
determined by the total of all gifts made 
by the donor during the calendar quarter 
and all the preceding calendar years and 
calendar quarters since June 6, 1932. See 
§ 25.2502-1 (c) for the definition of “cal¬ 
endar quarter” and “preceding calendar 
years and calendar quarters.” The fol¬ 
lowing subdivisions set forth the six steps 
to be followed in computing the tax: 

(i) First step. Ascertain the amount of 
the “taxable gifts” for the calendar 
quarter for which the return is being 
prepared. For the meaning of this term 
see § 25.2503-1. 

(U) Second step. Ascertain “the aggre¬ 
gate sum of the taxable gifts for each 
of the preceding calendar years and cal¬ 


endar quarters,” considering only those 
gifts made after June 6, 1932. For the 
meaning of this term see § 25.2504-1. 

(ill) Third step. Ascertain the total 
amount of the taxable gifts, which is the 
sum of the amounts determined in the 
first and second steps. 

(iv) Fourth step. Compute the tax on 
the total amount of taxable gifts (as de¬ 
termined in the third step) using the rate 
schedule set forth in paragraph (b) of 
this section. 

(v) Fifth step. Compute the tax on 
“the aggregate sum of the taxable gifts 
for each of the preceding calendar years 
and calendar quarters” (as determined in 
the second step), using the rate schedule 
set forth in paragraph (b) of this section. 

(vi) Sixth step. Subtract the amoimt 
determined in the fifth step from the 
amount determined in the fourth step. 
The amount remaining is the gift tax 
for the calendar quarter for which the 
return is being prepared. 

(2) Gifts made before January 1 , 1971. 
In the case of gifts made prior to Janu¬ 
ary 1, 1971, the gift tax is imposed on a 
calendar year basis, rather than on a 
quarterly basis. For such gifts, the rate of 
tax is determined by the total of all gifts 
made by the donor during the calendar 
year and in all preceding calendar years 
since June 6, 1932. See § 25.2502-1 <c) for 
the definition of “preceding calendar 
years.” The following subdivisions set 
forth the six steps to be followed in com¬ 
puting the tax: 

(1) First step. Ascertain the amount of 
the “taxable gifts” for the calendar year 
for which the return is being prepared. 
For the meaning of this term see 
§ 25.2503-1. 

<ii) Second step. Ascertain “the aggre¬ 
gate sum of the taxable gifts for each of 
the preceding calendar years,” consider¬ 
ing only those gifts made alter June 6. 
1932. For the meaning of this term see 
§ 25.2504-1. 

(iii) Third step. Ascertain the total 
amount of the taxable gifts, which is the 
sum of the amounts determined in the 
first and second steps. 

(iv) Fourth step. Compute the tax on 
the total amount of taxable gifts (as de¬ 
termined in the third step) using the 
rate schedule set forth in paragraph <b) 
of this section. 

(v) Fifth step. Compute the tax on “the 
aggregate sum of the taxable gifts for 
each of the preceding calendar years” (as 
determined in the second step), using the 
rate schedule set forth in paragraph <b> 
of this section. 

(vi) Sixth step. Subtract the amount 
determined in the fifth step from the 
amount determined in the fourth step. 
The amoimt remaining is the gift tax for 
the calendar year for which the return 
is being prepared. 

• • • • • 

(c) Definitions —(1) The term “calen¬ 
dar quarter” includes only the first calen¬ 
dar quarter of the calendar year 1971 and 
each succeeding calendar quarter. 

(2) The term “preceding calendar 
years” means calendar years 1932 (but 
only the portion of such year after 
June 6, 1932) through 1970. 
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(3) The term “preceding calendar 
quarters'' means the first calendar quar¬ 
ter of calendar year 1971 and all calen¬ 
dar quarters intervening between such 
calendar quarter and the calendar quar¬ 
ter for which the tax is being computed. 

<4> The term "preceding calendar 
years and calendar quarters" means a 
period that consists of the "preceding 
calendar years" and the "preceding cal¬ 
endar quarters." 

(d) Examples. * • * 

Example (1). Assume that In 1955 the 
donor made taxable gifts, as ascertained un¬ 
der the first step (paragraph (a)(2) of this 
section), of $62,500 and that there were no 
taxable gifts for prior years, with the result 
that the amount ascertained under the third 
step is $62,500. Under the fourth step a tax 
is computed on this amount. Heferenoe to 
the table discloses that the specified amount 
in column (A) nearest to and less than 
$62,500 Is $60,000. The tax on this amount, 
as shown in column (C), is $7,125. The 
amount by which the taxable gifts exceeds 
the specified amount Is $2,500 and the tax 
on such excess amount, computed at the 
rate of 21 percent as shown in column (D), 
is $525. The tax on taxable gifts of $62,500 
is the sum of $7,125 and $525, or $7,650. 

• • • • • 
Example (5). A makes gifts (other than 
gifts of future Interests in property) to B in 
the first quarter of 1971 of $43,000 and in the 
second quarter of 1971 of $60,000. A gave to 
C In the second quarter of 1971 land valued 
at $11,000. The full amount of A’s specific 
exemption provided under section 2521 was 
claimed and allowed in 1956. In 1966, A made 
taxable gifts totaling $21,000 on which gift 
tax was timely paid and no other taxable 
gifts were made by A in any other year pre¬ 
ceding 1971. The gift tax return due for the 
first calendar quarter of 1971 was timely filed 
and the tax paid. With respect to the gifts 
made to B in 1971, the $3,000 annual gift tax 
exclusion provided by section 2503(b) Is ap¬ 
plied in its entirety against the $43,000 gift 
made to B in the first quarter and therefore 
is not available to offset the $60,000 gift made 
to B in the second quarter. (See § 25.2503-2 
(a).) A further $3,000 annual gift tax exclu¬ 
sion is available, however, to offset the $11,000 
gift made to O in the second quarter of 1971. 
The computation of the gift tax for the 
second calendar quarter of 1971 due on Au¬ 
gust 15. 1971 (following the steps set forth 
in paragraph (a) (1) of this section) is shown 
below: 

(1) Amount of taxable gifts for the 
second calendar quarter of 1971 

( $60,000+$11,000 - $3.000)- $68, 000 

(2) Total amount of taxable gifts 
for preceding calendar years 
and calendar quarters ($43,- 


000 —$3,000 +$21,000)- 61.000 

(3) Total taxable gifts- 129, 000 


cordance with rate schedule in 
paragraph (b))- 22, 050 

(5) Tax computed on item 2 (using 

same rate schedule)- 7,335 

(6) Tax for second calendar quar¬ 
ter of 1971 (item 4 minus 

item 5)- 14,715 


Par. 42. Section 25.2502-2 is amended 
to read as follows: 

§ 25.2502—2 Donor primarily liable for 
lax. 

Section 2502(d) provides that the 
donor shall pay the tax. If the donor dies 
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before the tax is paid the amount of the 
tax is a debt due the United States from 
the decedent's estate and his executor 
or administrator is responsible for its 
payment out of the estate. (See 
§ 25.6151-1 for the time and place for 
paying the tax.) If there is no duly qual¬ 
ified executor or administrator, the 
heirs, legatees, devisees, and distributees. 
are liable for and required to pay the tax 
to the extent of the value of their inher¬ 
itances, bequests, devises, or distributive 
shares of the donor's estate. If a husband 
and wife effectively signify consent, un¬ 
der section 2513, to have gifts made to 
a third party during any calendar quar¬ 
ter (with respect to gifts made after De¬ 
cember 31, 1970) or calendar year (with 
respect to gifts made before January 1, 
1971) considered as made one-half by 
each, the liability with respect to the gift 
tax of each spouse for that calendar 
quarter or calendar year is joint and sev¬ 
eral (see § 25.2513-4). As to the personal 
liability of the donee, see paragraph (b) 
of § 301.6324-1 of this chapter (Regula¬ 
tions on Procedure and Administration). 
As to the personal liability of the execu¬ 
tor or administrator, see section 3467 of 
the Revised Statutes (31 U.S.C. 192), 
which reads as follows: 

Every executor, administrator, or assignee, 
or other person, who pays, in whole or in 
part, any debt due by the person or estate for 
whom or for which he acts before he satisfies 
and pays the debts due to the United States 
from such person or estate, shall become an¬ 
swerable in his own person and estate to the 
extent of such payments for the debts so due 
to the United States, or for so much thereof 
as may remain due and unpaid. 

As used in such section 3467, the word 
“debt" includes a beneficiary's distribu¬ 
tive share of an estate. Thus if an execu¬ 
tor pays a debt due by the estate which is 
being administered by him or distributes 
any portion of the estate before there is 
paid all of the gift tax which he has a 
duty to pay, the executor is personally 
liable, to the extent of the payment or 
distribution, for so much of the gift tax 
as remains due and unpaid. 

Par. 43. Section 25.2503 is amended by 
revising section 2503 (a), (b) and by 
adding a historical note. These revised 
and added provisions read as follows: 

§25.2503 Statutory provisions; taxable 
gifts. 

Sec. 2503. Taxable gifts—( a) General defi¬ 
nition. The term “taxable gifts” means, in 
the case of gifts made after December 31, 
1970, the total amount of gifts made during 
the calendar quarter, less the deductions pro¬ 
vided in subchapter C (sec. 2521 and follow¬ 
ing) . In the case of gifts made before Janu¬ 
ary 1, 1971, such term means the total 
amount of gifts made during the calendar 
year, less the deductions provided in sub- 
chapter C. 

(b) Exclusions from gifts. In computing 
taxable gifts for the calendar quarter, in the 
case of gifts (other than gifts of future in¬ 
terests in property) made to any person by 
the donor during the calendar year 1971 and 
subsequent calendar years, $3,000 of such 
gifts to such person less the aggregate of 
the amounts of such gifts to such person 
during all preceding calendar quarters of the 
calendar year shall not. for purposes of sub- 
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section (a) . be included in the total amount 
of gifts made during such quarter. 

• • ♦ • * 

(Sec. 2503 as amended by sec. 102(a) (3), Ex¬ 
cise, Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1839) ] 

Par. 44. Section 25.2503-1 is amended 
to read as follows: 

§ 25.2503—1 General definition of "tax¬ 
able gifts” and of “total amount of 
gift*.” 

The term "taxable gifts" means the 
"total amount of gifts" made by the 
donor during the calendar quarter (with 
respect to gifts made after December 31, 
1970) or calendar year (with respect to 
gifts made before January 1, 1971) less 
the deductions provided for in sections 
2521, 2522, and 2523 (specific exemption, 
charitable, etc., gifts and the marital 
deduction, respectively). The "total 
amount of gifts" means the sum of the 
values of the gifts made during the calen¬ 
dar quarter (with respect to gifts made 
after December 31, 1970) or calendar 
year (with respect to gifts made before 
January 1, 1971) less the amounts ex¬ 
cludable under section 2503(b). See 
§ 25.2503-2. The entire value of any gift 
of a future interest in property must be 
included in the "total amount of gifts" 
for the calendar quarter (calendar year 
in the case of gifts made before January 
1, 1971) in which the gift is made. See 
§ 25.2503-3. For the definition of "calen¬ 
dar quarter", see § 25.2502-1 (c) (1). 

Par. 45. Section 25.2503-2 is amended 
to read as follows: 

§ 25.2503—2 Exclusions from gift*. 

(a) Gifts made after December 31. 
1970. In computing taxable gifts for the 
calendar quarter, in the case of gifts 
(other than gifts of future interests in 
property) made to any person by the 
donor during any calendar quarter of 
•the calendar year 1971 or any subsequent 
calendar year. $3,000 of such gifts to 
such person less the aggregate of the 
amounts of such gifts to such person 
during all preceding calendar quarters 
of any such calendar year shall not be 
included in the total amount of gifts 
made during such quarter. Thus, the first 
$3,000 of gifts made to any one donee 
during the calendar year 1971 or any 
calendar year thereafter, except gifts 
of future interests in property as defined 
in §5 25.2503-3 and 25.2503-4. is excluded 
in determining the total amount of gifts 
for a calendar quarter. In the case of a 
gift in trust the beneficiary of the trust 
is the donee. The application of this 
paragraph may be illustrated by the fol¬ 
lowing examples: 

Example (f). A made a gift of $3,000 to B 
on January 8. 1971, and on April 20, 1971. 
gave B an additional gift of $10,000. A made 
no other gifts in 1971. The total amount of 
gifts made by A during the second quarter 
of 1971 is $10,000 because the $3,000 exclu¬ 
sion provided by section 2503(b) is first ap¬ 
plied to the January 8 gift. 

Example (2). A gave $2,000 to B on Jan¬ 
uary 8, 1971, and on April 20, 1971, gave 
him $10,000. The total amount of gifts made 
by A during the second quarter of 1971 
$9,000 because only $2,000 of the $3,000 ex¬ 
clusion provided by section 2503(b) was ap- 
pUed against the January 8 gift; $1,000 was 
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available to offset other gifts (except gifts 
of a future interest) made to B during 1971. 

(b) Gifts made before January 1,1971. 
The first $3,000 of gifts made to any one 
donee during the calendar year 1955, or 
1970 , or any calendar year intervening 
between calendar year 1955 and calendar 
year 1970, except gifts of future interests 
in property as defined in §§ 25.2503-3 and 
25 . 2503 - 4 , is excluded in determining the 
total amount of gifts for the calendar 
year. In the case of a gift in trust the 
beneficiary of the trust is the donee. 

Par. 46. Section 25.2503-3 is amended 
by revising paragraph (a) to read as 

follows: 

§ 23.2303—3 Future interests in prop¬ 
erty. 

(a) No part of the value of a gift of 
a future interest may be excluded in 
determining the total amount of gifts 
made during the calendar quarter 
(calendar year in the case of gifts made 
before January 1, 1971). For the defini¬ 
tion of “calendar quarter* 1 see § 25.2502-1 

(c) (1). “Future interest’* is a legal term, 
and includes reversions, remainders, and 
other interests or estates, whether 
vested or contingent, and whether or not 
supported by a particular interest or 
estate, which are limited to commence in 
use, possession, or enjoyment at some 
future date or time. The term has no 
reference to such contractual rights as 
exist in a bond, note (though bearing no 
interest until maturity), or in a policy 
of life insurance, the obligations of which 
are to be discharged by payments in the 
future. But a future interest or interests 
in such contractual obligations may be 
created by the limitations contained in a 
trust or other instrument of transfer 
used in effecting a gift. 

♦ ♦ • • • 

Par. 47. Section 25.2504 is amended to 
read as follows: 

§23.2304 Statutory provision*; taxable 
gifts for preceding years and quar¬ 
ters. 

Sec. 2504. Taxable gifts for preceding years 
and quarters —(a) In general. In computing 
taxable gifts for preceding calendar years or 
calendar quarters for the purpose of comput¬ 
ing the tax for any calendar quarter, there 
shall be treated as gifts such transfers as 
were considered to be gifts under the gift tax 
laws applicable to the years or calendar quar¬ 
ters in which the transfers were made and 
there shall be aUowed such deductions as 
were provided for under such laws; except 
that the specific exemption in the amount, 
if any, allowable under section 2521.shall be 
applied In aU computations in respect of 
previous calendar years or calendar quarters 
for the purpose of computing the tax for 
any calendar year or calendar quarter. 

(b) Exclusions from gifts for preceding 
years and quarters. In the case of gifts made 
jo any person by the donor during preced¬ 
ing calendar years and calendar quarters, the 
mount excluded, if any, by the provisions 
1 gut tax laws applicable to the years and 

calendar quarters in which the gifts were 
made shah not. for purposes of subsection 
( ). be included in the total amount of the 
miAtt made durln 6 such years and calendar 


(c) Valuation of certain gifts for preceding 
calendar years and quarters. If the time has 
expired within which a tax may be assessed 
under this chapter or under corresponding 
provisions of prior laws on the transfer of 
property by gift made during a preceding 
calendar year or calendar quarter, as defined 
in section 2502(c), and if a tax under this 
chapter or under corresponding provisions of 
prior l&ws has been assessed or paid for such 
preceding calendar year or calendar quarter, 
the value of such gift made in such preced¬ 
ing calendar year or calendar quarter shall, 
for purposes of computing the tax under this 
chapter for any calendar quarter, be the value 
of such gift which was used in computing the 
tax for the last preceding calendar year or 
calendar quarter for which a tax under this 
chapter or under corresponding provisions of 
prior laws was assessed or paid. 

(d) Net gifts. The term "net gifts" as used 
in corresponding provisions of prior laws 
shall be read as "taxable gifts" for purposes 
of this chapter. 

[Sec. 2504 as amended by sec. 102(a) (4). Ex¬ 
cise. Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1839) ] 

Par. 48. Section 25.2504-1 is amended 
to read as follows: 

§ 20.2504—1 Taxable gifts for preceding 
year* and quarter*. 

(a)(1) With respect to gifts made 
after December 31, 1970, in order to de¬ 
termine the correct gift tax liability for 
any calendar quarter, it is necessary to 
ascertain the correct amount. If any, of 
the aggregate sum of the taxable gifts 
for each of the preceding calendar years 
and calendar quarters. See paragraph 

(a) (1) (ii) of § 25.2502-1. For definitions 
of “calendar quarter" and “preceding 
calendar years and calendar quarters" 
see § 25.2502-1 (c). The term “aggregate 
sum of the taxable gifts for each of the 
preceding calendar years and calendar 
quarters" means the correct aggregate 
of such gifts, not necessarily that re¬ 
turned for those calendar years or calen¬ 
dar quarters and in respect of which tax 
was paid. AU transfers that constituted 
gifts in prior calendar years and calendar 
quarters under the laws, Including the 
provisions of law relating to exclusions 
from gifts, in effect at the time the trans¬ 
fers were made are included in deter¬ 
mining the amount of taxable gifts for 
preceding calendar years and calendar 
quarters. The deductions other than for 
the specific exemption (see paragraph 

(b) of this section) aUowed by the laws 
in effect at the time the transfers were 
made also are taken Into account in de¬ 
termining the aggregate sum of the tax¬ 
able gifts for preceding calendar years 
and calendar quarters. (The aUowable 
exclusion from a gift was $5,000 for years 
before 1939, $4,000 for the calendar years 
1939 through 1942, and $3,000 there¬ 
after.) 

(2) With respect to gifts made before 
January 1, 1971, in order to determine 
the correct gift tax liabiUty for the cal¬ 
endar year 1955, or 1970, or any calendar 
year intervening between calendar year 
1955 and calendar year 1970, it is neces¬ 
sary to ascertain the correct amount, if 
any, of the aggregate sum of the taxable 
gifts for each of the preceding calendar 
years. See paragraph (a) (2) (ii) of 


§ 25.2502-1. The term “aggregate sum of 
the taxable gifts for each of the preced¬ 
ing calendar years" means the correct 
aggregate of such gifts, not necessarily 
that returned for those years and in re¬ 
spect of which tax was paid. All transfers 
that constituted gifts in prior calendar 
years under the laws, including the pro¬ 
visions of law relating to exclusions from 
gifts, in effect at the time the transfers 
were made are included in determining 
the amount of taxable gifts for preceding 
years. The deductions other than for the 
specific exemption (see paragraph (b) of 
this section) allowed by the laws in effect 
at the time the transfers were made also 
are taken into account in determining 
the aggregate sum of the taxable gifts 
for preceding years. (The allowable ex¬ 
clusion from a gift was $5,000 for years 
before 1939. $4,000 for the calendar years 
1939 through 1942, and $3,000 there¬ 
after.) 

(b) In determining the aggregate sum 
of the taxable gifts for either (1) the 
preceding calendar years and calendar 
quarters (under paragraph (a) (1) of this 
section) or, (2) the preceding calendar 
years (under paragraph (a) (2) of this 
section), the total of the amounts al¬ 
lowed as deductions for the specific ex¬ 
emption, under section 2521 and the cor¬ 
responding provisions of prior laws, shall 
not exceed $30,000. Thus, if the only 
prior gifts by a donor were made in 1940 
and 1941 (at which time the specific ex¬ 
emption allowable was $40,000), and if In 
his returns for those years the donor 
claimed deductions totaling $40,000 for 
the specific exemption and reported tax¬ 
able gifts totaling $110,000, then in de¬ 
termining the aggregate sum of the tax¬ 
able gifts for either the preceding calen¬ 
dar years and calendar quarters or the 
preceding calendar years, the deductions 
for the specific exemption cannot exceed 
$30,000, and the donor's taxable gifts for 
such periods will be $120,000 (instead of 
the $110,000 reported on his returns). 
(The allowable deduction for the specific 
exemption was $50,000 for calendar years 
before 1936, $40,000 for calendar years 
1936 through 1942, and $30,000 there¬ 
after.) 

(c) If the donor and his spouse con¬ 
sented to have gifts made to third parties 
considered as made one-half by each 
spouse, pursuant to the provisions of sec¬ 
tion 2513 or section 1000(f) of the Inter¬ 
nal Revenue Code of 1939 (which corre¬ 
sponds to section 2513), these provisions 
shall be taken into account in deter¬ 
mining the aggregate sum of the taxable 
gifts for either (1) the preceding cal¬ 
endar years and calendar quarters (un¬ 
der paragraph (a) (1) of this section) or, 
(2) the preceding calendar years (under 
paragraph (a)(2) of this section). 

(d) If interpretations of the gift tax 
law in prior calendar years or calendar 
quarters resulted in the erroneous inclu¬ 
sion of property for gift tax purposes 
that should have been excluded, or the 
erroneous exclusion of property that 
should have been included, adjustments 
must be made in order to arrive at the 
correct aggregate of taxable gifts for 
either (1) the preceding calendar years 
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and calendar quarters (under paragraph 

(a)(1) of tills section) or. (2) the pre¬ 
ceding calendar years (under paragraph 
(a) (2) of this section). However, see 
section 1000 (e) and (g) of the 1939 Code 
relating to certain discretionary trusts 
and reciprocal trusts. 

Par. 49. Section 25.2504-2 is amended 
to read as follows: 

§ 25.2504—2 Valuation of certain gift* 
for preceding calendar years and 
quarters. 

Section 2504(c) provides that if the 
valuation of a transfer for gift tax pur¬ 
poses with respect to a gift made in a 
preceding calendar year or calendar 
quarter, as defined in §25.2502-1(0, is 
at issue, and if the statutory period with¬ 
in which an assessment may be made 
with respect to the gift has expired and 
a tax has been actually assessed or paid 
for such prior calendar year or calendar 
quarter, then the value of the gift, for 
purposes of arriving at the correct 
amount of the taxable gifts for either 
(1) preceding calendar years and calen¬ 
dar quarters (under § 25.2504-1 (a) (1)) 
or, (2) preceding calendar years (under 
§ 25.2504-1 (a) (2)), is the value that was 
used in computing the tax for the last 
preceding calendar year or calendar 
quarter for which a tax was assessed or 
paid under chapter 12 of the Internal 
Revenue Code of 1954 or the correspond¬ 
ing provisions of prior laws. However, 
this rule will not prevent an adjustment 
in value where no tax was paid or as¬ 
sessed for the prior calendar year or cal¬ 
endar quarter. Furthermore, this rule 
does not apply to adjustments involving 
issues other than valuation. See para¬ 
graph (d) of § 25.2504-1. 

Par. 50. Section 25.2511-1 is amended 
by revising paragraphs (b) and (d) to 
read as follows: 

§ 25.2511-1 Transfers in general. 

***** 

(b) In the case of a nonresident not 
a citizen who was not engaged in busi¬ 
ness in the United States (see § 25.2501- 
1) during the calendar quarter (calen¬ 
dar year with respect to gifts made be¬ 
fore January 1,1971), the tax is imposed 
only if the gift consisted of real estate 
or tangible personal property situated 
within the United States at the time 
of transfer. See §§ 25.2501-1 and 25.2511- 
3. For the definition of calendar quarter 
see § 25.2502-1 (c)(1). 

• • * • • 

<d) If a joint income tax return is filed 
by a husband and wife for a taxable year, 
the payment by one spouse of all or part 
of the income tax liability for such year 
is not treated as resulting in a transfer 
that is subject to gift tax. The same rule 
is applicable to the payment of gift tax 
for a calendar quarter (or calendar 
year) in the case of a husband and wife 
who have consented to have the gifts 
made considered as made half by each 
of them in accordance with the provi¬ 
sions of section 2513. For the definition 
of calendar quarter see § 25.2502-1 (c) 
( 1 ). 

• • • ♦ • 


Par. 51. Section 25.2511-2 is amended 
by revising paragraphs (f) and (j) to 
read as follows: 

§ 25.2511—2 Cessation of donor’s do¬ 
minion and control. 

• * • • • 

(f) The relinquishment or termina¬ 
tion of a power to change the benefici¬ 
aries of transferred property, occurring 
otherwise than by the death of the donor 
(the statute being confined to transfers 
by living donors), is regarded as the 
event that completes the gift and causes 
the tax to apply. For example, if A trans¬ 
fers property in trust for the benefit of 
B and C but reserves the power as trustee 
to change the proportionate interests of 
B and C, and if A thereafter has another 
person appointed trustee in place of him¬ 
self, such later relinquishment of the 
power by A to the new trustee completes 
the gift of the transferred property, 
whether or not the new trustee has a 
substantial adverse interest. The receipt 
of income or of other enjoyment of the 
transferred property by the transferee 
or by the beneficiary (other than by the 
donor himself) during the interim be¬ 
tween the making of the initial transfer 
and the relinquishment or termination 
of the power operates to free such income 
or other enjoyment from the power, and 
constitutes a gift of such income or of 
such other enjoyment taxable as of the 
calendar quarter or calendar year of its 
receipt. See § 25.2502-1 (c) (1) for the 
definition of calendar quarter. If prop¬ 
erty is transferred in trust to pay the 
income to A for life with remainder to B, 
powers to distribute corpus to A, and to 
withhold income from A for future dis¬ 
tribution to B, are powers to change the 
beneficiaries of the transferred property. 
• • • • • 

(j) If the donor contends that a pow r er 
is of such nature as to render the gift 
incomplete, and hence not subject to the 
tax as of the calendar quarter or calen¬ 
dar year of the initial transfer, the trans¬ 
action shall be disclosed in the return 
and evidence showing all relevant facts, 
including a copy of the instrument of 
transfer, should be submitted. See 
§ 25.2502-l(c)(l) for the definition of 
calendar quarter. 

Par. 52. Section 25.2511-3 is amended 
by revising paragraphs (a)(1), (a)(2), 
and (b)(2) to read as follows: 
§25.2511-3 Transfers by nonresidents 
not citizens. 

(a) In general. • • • 

(1) If the nonresident not a citizen of 
the United States was not engaged in 
business in the United States during the 
calendar quarter or calendar year in 
which the gift was made, the tax applies 
only to the transfer of real property and 
tangible personal property situated in 
the United States. Sec § 25.2502-1 (c) (1) 
for the definition of calendar quarter. 

(2) If the nonresident not a citizen of 
the United States was engaged in busi¬ 
ness in the United States during the cal¬ 
endar quarter or calendar year in which 
the gift was made, the tax applies to the 
transfer of all property (whether real or 


personal, tangible or intangible) situated 
in the United States. See § 25.2502-1 

(c)(1) for the definition of calendar 
quarter. 

(b) Situs of property. • • • 

(2) Shares of stock owned and held by 
a nonresident not a citizen of the United 
States constitute property within the 
United States if issued by a domestic 
corporation, irrespective of where the 
certificates are physically located. How¬ 
ever. since a share of stock is intangible 
property, the transfer by gift by a non¬ 
resident not a citizen of the United States 
of a share of stock issued by a domestic 
corporation would, under the provisions 
of paragraph (a) of this section, be sub¬ 
ject to the tax only if the donor was en¬ 
gaged in business in the United States 
during the calendar quarter or calendar 
year in which the gift was made. See 
§ 25.2502-1 (c) (1) for the definition of 
calendar quarter. 


Par. 53. Section 25.2512 is amended by 
revising section 2512(b) and by adding a 
historical note. These revised and added 
provisions read as follows: 

§ 25.2512 Statutory provisions; valua¬ 
tion of gifts. 

Sec. 2512. Valuation of gifts. 

• • • • • 

(b) Where property is transferred for less 
than an adequate and full consideration in 
money or money’s worth, then the amount 
by which the value of the property exceeded 
the value of the consideration shall be 
deemed a gift, and shall be included in com¬ 
puting the amount of gifts made during the 
calendar quarter. 

[Sec. 2512 as amended by sec. 102(b)(1), 
Excise, Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1840) [ 

Par. 54. Section 25.2513 is amended by 
revising section 2513 (a), (b)(2), (c)(1), 
and (d). and by adding a historical note. 
These revised and added provisions read 
as follows: 

§25.2513 Statutory provisions; gift by 
husband or wife to third party: con¬ 
sidered as made one-lialf by each. 

Sec. 2513. Gift by husband or wife to third 
party —(a) Considered as made one-half by 
each —(1) In general. A gift made by one 
spouse to any person other than his spouse 
shall, for the purposes of this chapter, be 
considered as made one-half by him and one- 
half by his spouse, but only if at the time of 
the gift each spouse is a citizen or resident 
of the United States. Tills paragraph shall 
not apply with respect to a gift by a spouse 
of an Interest in property if he creates in his 
spouse a general power of appointment, as 
defined In section 2514(c), over such Inter¬ 
est. For purposes of this section, an indi¬ 
vidual shall he considered as the spouse of 
another individual only If he Is married to 
such individual at the time of the gift and 
does not remarry during the remainder of 
the calendar quarter. 

(2) Consent of both spouses. Paragraph 
(1) shall apply only if both spouses have 
signified (under the regulations provided 
for in subsection (b)) their consent to the 
application of paragraph (1) In the case of 
all such gifts made during the calendar quar¬ 
ter by either while married to the other. 

(b) Manner and time of signifying con¬ 
sent. • • • 

(2) Time. Such consent may be so signi¬ 
fied at any time after the close of the calen- 
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dar quarter In which the gift was made, sub¬ 
ject to the following limitations— 

J (A) The consent may not bo signified 
after the 15th day of the second month fol¬ 
lowing the close of such calendar quarter, 
unless before such 15th day no return haa 
been filed for such calendar quarter by 
either spouse, In which case the consent may 
not be signified sifter a return for such cal¬ 
endar quarter Is filed by either spouse; 

(B) The consent may not be signified 
after a notice of deficiency with respect to 
the tax for such calendar quarter has been 
sent to either spouse In accordance with 
section 6212(a). 

(c) Revocation of consent. Revocation of 
a consent prevlotisly signified shall be made 
In such manner as is provided under regula¬ 
tions prescribed by the Secretary or his 
delegate, but the right to revoke a consent 
previously signified with respect to a cal¬ 
endar quarter— 

(1) Shall not exist after the 15th day of 
the second month following the close of 
such calendar quarter if the consent was 
signified on or before such 15th day; and 

* • • • • 

(d) Joint and several liability for tax. If 
the consent required by subsection (a) (2) 
Is signified with respect to a gift made in 
any calendar quarter, the liability with re¬ 
spect to the entire tax imposed by this 
chapter of each spouse for such calendar 
quarter shall be Joint and several. 

(Sec. 2513 as amended by sec. 102(b)(2), 
Excise, Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1840) ] 

Par. 55. Section 25.2513-1 is amended 
by revising paragraph (a), by revising 
subparagraphs (1), (2) , and (5) of para¬ 
graph (b), by revising paragraph (c) f 
and by revising paragraph (d). These 
revised provisions read as follows: 

§ 25.2513—1 Gifu by husband or wife to 
third party considered ns made ono* 
half by each. 

(a) A gift made by one spouse to a 
person other than his (or her) spouse 
may, for the purpose of the gift tax, be 
considered as made one-half by his 
spouse, but only if at the time of the 
gift each spouse was a citizen or resident 
of the United States. For purposes of 
this section, an individual is to be con¬ 
sidered as the spouse of another individ¬ 
ual only if he was married to such 
individual at the time of the gift and 
does not remarry during the remainder 
of the calendar quarter (calendar year 
with respect to gifts made before Jan¬ 
uary 1, 1971). For the definition of 
calendar quarter see § 25.2502-1 (c) (1). 

(b) The provisions of this section will 
apply to gifts made during a particular 
calendar quarter (calendar year with 
respect to gifts made before January 1, 
1971) only If both spouses signify their 
consent to treat all gifts made to third 
parties during that calendar quarter (or 
calendar year) by both spouses while 
married to each other as having been 
made one- half by each spouse. As to the 
manner and time for signifying consent, 
see § 25.2513-2. Such consent, if signi¬ 
fied with respect to any calendar quar¬ 
ter (or calendar year), is effective with 
respect to all gifts made to third parties 
during such calendar quarter or calendar 
year except as follows: 

(1) If the consenting spouses were not 


married to each other during a portion of 
the calendar quarter or calendar year, 
the consent is not effective with respect 
to any gifts made during such portion of 
the calendar quarter or calendar year. 
Where the consent is signified by an 
executor or administrator of a deceased 
spouse, the consent is not effective with 
respect to gifts made by the surviving 
spouse during the portion of the calen¬ 
dar quarter or calendar year that his 
spouse was deceased. 

(2) If either spouse was a nonresi¬ 
dent not a citizen of the United States 
during any portion of the calendar 
quarter or calendar year, the consent is 
not effective with respect to any gift 
made during that portion of the calen¬ 
dar year. 

• • • * • 

(5) The consent applies alike to gifts 
made by one spouse alone and to gifts 
made partly by each spouse, provided 
such gifts were to third parties and do 
not fall within any of the exceptions set 
forth in subparagraphs (1) through (4) 
of this paragraph. The consent may not 
be applied only to a portion of the 
property interest constituting such gifts. 
For example, a wife may not treat gifts 
made by her spouse from his separate 
property to third parties as having been 
made one-half by her if her spouse does 
not consent to treat gifts made by her 
to third parties during the same calen¬ 
dar quarter or calendar year as having 
been made one-half by him. If the con¬ 
sent is effectively signified on either the 
husband’s return or the wife’s return, all 
gifts made by the spouses to third par¬ 
ties (except as described in subpara¬ 
graphs (1) through (4) of this para¬ 
graph), during the calendar quarter or 
calendar year will be treated as having 
been made one-half by each spouse. 

(c) If a husband and wife consent to 
have the gifts made to third party donees 
considered as made one-half by each 
spouse, and only one spouse makes gifts 
during the calendar quarter (calendar 
year with respect to gifts made before 
January 1, 1971), the other spouse is not 
required to file a gift tax return provided: 
(1) The total value of the gifts made to 
each third party donee since the begin¬ 
ning of the calendar year is not in excess 
of $6,000, and (2) no portion of the prop¬ 
erty transferred constitutes a gift of a 
future interest. If a transfer made by 
either spouse during the calendar quar¬ 
ter (or calendar year) to a third party 
represents a gift of a future interest in 
property and the spouses consent to have 
the gifts considered as made one-half by 
each, a gift tax return for such calendar 
quarter (or calendar year) must be filed 
by each spouse regardless of the value 
of the transfer. (See § 25.2503-3 for the 
definition of a future interest.) 

(d) The following examples illustrate 
the application of this section relating 
to the requirements for the filing of a 
return, assuming that a consent was 
effectively signified: 

(1) A husband made gifts valued at 
$7,000 during the second quarter of 1971 
to a third party and his wife made no 
gifts during this time. Each spouse is 
required to file a return for the second 


calendar quarter of 1971. 

(2> A husband made gifts valued at 
$5,000 to each of two third parties during 
the year 1970 and his wife made no gifts. 
Only the husband is required to file a 
return. (See § 25.6019-2.) 

(3) During the third quarter of 1971, 
a husband made gifts valued at $5,000 to 
a third party, and his wife made gifts 
valued at $2,000 to the same third party. 
Each spouse is required to file a return 
for the third calendar quarter of 1971. 

(4) A husband made gifts valued at 
$5,000 to a third party and his wife 
made gifts valued at $3,000 to another 
third party during the year 1970. Only 
the husband is required to file a return 
for the calendar year 1970. (See 
§ 25.6019-2.) 

(5) A husband made gifts valued at 
$2,000 during the first quarter of 1971 
to third parties which represented gifts 
of future interests in property (see 
§ 25.2503-3), and his wife made no gifts 
during such calendar quarter. Each 
spouse is required to file a return for 
the first calendar quarter of 1971. 

Par. 56. Section 25.2513-2 is amended 
by revising paragraphs (a), (b), and (d) 
to read as follows: 

§ 25.2513—2 Manner and time of Mi¬ 
nifying consent. 

(a)(1) Consent to the application of 
the provisions of section 2513 with re¬ 
spect to a calendar quarter (a calendar 
year with respect to gifts made before 
January 1, 1971) shall, in order to be 
effective, be signified by both spouses. If 
both spouses file gift tax returns within 
the time for signifying consent, it is suf¬ 
ficient if— 

(1) The consent of the husband is sig¬ 
nified on the wife's return, and the con¬ 
sent of the wife is signified on the hus¬ 
band’s return; 

(ii) The consent of each spouse is sig¬ 
nified on his own return; or 

(iii) The consent of both spouses is 
signified on one of the returns. 

If only one spouse files a gift tax return 
within the time provided for signifying 
consent, the consent of both spouses shall 
be signified on that return. However, 
wherever possible, the notice of the con¬ 
sent is to be shown on both returns and 
it is preferred that the notice be executed 
in the manner described in subdivision 
(i) of this subparagraph. The consent 
may be revoked only as provided in 
§ 25.2513-3. If one spouse files more than 
one gift tax return for a calendar quar¬ 
ter (or a calendar year) on or before the 
due date of the return, the last return 
so filed shall, for the purpose of deter¬ 
mining whether a consent has been sig¬ 
nified. be considered as the return. (See 
§ 25.6075-1 for the due date of a gift 
tax return.) 

(2) Subject to the limitations of para¬ 
graph (b) of this section, the consent 
signified on a return filed for a calendar 
quarter will be effective for a previous 
calendar quarter of the same calendar 
year for which no return was filed be¬ 
cause the gifts made during such previ¬ 
ous calendar quarter did not exceed the 
annual exclusion provided by section 
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2503(b), if the gifts in such previous cal¬ 
endar quarter are listed on that return. 
Thus, for example, if A gave $2,000 to 
his son in the first quarter of 1972 (and 
filed no return because of section 2503 
(b)) and gave a further $4,000 to such 
son in the last quarter of the year, A and 
his spouse could signify consent to the 
application of section 2513 on the return 
filed for the fourth quarter and have it 
apply to the first quarter as well, pro¬ 
vided that the $2,000 gift is listed on such 
return. 

(b)(1) With respect to gifts made 
after December 31,1970, the consent may 
be signified at any time following the 
close of the calendar quarter in which 
the gift was made, subject to the follow¬ 
ing limitations: 

(1) The consent may not be signified 
after the 15th day of the second month 
following the close of such calendar 
quarter, unless before such 15th day, no 
return has been filed for such calendar 
quarter by either spouse, in which case 
the consent may not be signified after 
a return for such calendar quarter is 
filed by either spouse; and 

(ii) The consent may not be signified 
after a notice of deficiency with respect 
to the tax for such calendar quarter has 
been sent to either spouse in accord¬ 
ance with section 6212(a). 

(2) With respect to gifts made before 
January 1, 1971, the consent may be sig¬ 
nified at any time following the close of 
the calendar year, subject to the follow¬ 
ing limitations: 

(i) The consent may not be signified 
after the 15th day of April following the 
close of the calendar year, unless before 
such 15th day no return has been filed 
for the year by either spouse, in which 
case the consent may not be signified 
after a return for the year is filed by 
either spouse; and 

(ii) The consent may not be signified 
for a calendar year after a notice of de¬ 
ficiency in gift tax for that year has been 
sent to either spouse in accordance with 
the provisions of section 6212(a). 

• » • ♦ • 

(d) If the donor and spouse consent to 
the application of section 2513, the re¬ 
turn or returns for the calendar quarter 
(calendar year with respect to gifts made 
before January 1, 1971) must set forth, 
to the extent provided thereon, informa¬ 
tion relative to the transfers made by 
each spouse. 

Par. 57. Section 25.2513-3 is amended 
to read as follows: 

§ 25.2513—3 Revocation of comenl. 

(a) (1) With respect to gifts made af¬ 
ter December 31, 1970. if the consent to 
the application of the provisions of sec¬ 
tion 2513 for a calendar quarter was ef¬ 
fectively signified on or before the 15th 
day of the second month following the 
close of such calendar quarter, either 
spouse may revoke the consent by filing 
in duplicate a signed statement of revo¬ 
cation, but only if the statement is filed 
on or before such 15th day of the second 
month following the dose of such cal¬ 
endar quarter. Therefore, a consent 
that was not effectively signified until 


after the 15th day of the second month 
following the close of the calendar quar¬ 
ter to which it applies may not be re¬ 
voked. (See § 25.2502-l(c)(l) for the 
definition of calendar quarter.) 

(2) With respect to gifts made before 
January 1, 1971, if the consent to the 
application of the provisions of section 
2513 for a calendar year was effectively 
signified on or before the 15th day of 
April following the close of the calendar 
year, either spouse may revoke the con¬ 
sent by filing in duplicate a signed 
statement of revocation, but only if the 
statement is filed on or before such 15th 
day of April. Therefore, a consent that 
was not effectively signified until after 
the 15th day of April following the close 
of the calendar year to which it ap¬ 
plies may not be revoked. 

(b) Except as provided in paragraph 
(b) of § 301.6091-1 of this chapter (relat¬ 
ing to hand-carried documents), the 
statement referred to in paragraph (a) 
of this section shall be filed with the in¬ 
ternal revenue officer with whom the gift 
tax return is required to be filed, or with 
whom the gift tax return w r ould be re¬ 
quired to be filed if a return were 
required. 

Par. 58. Section 25.2513-4 is amended 
to read as follows: 

§ 25.2513—4 Joint and several liability 
for tax. 

If consent to the application of the 
provisions of section 2513 is signified as 
provided in § 25.2513-2, and not revoked 
as provided in § 25.2513-3, the liability 
with respect to the entire gift tax of each 
spouse for such calendar quarter (cal¬ 
endar year with respect to gifts made 
before January 1, 1971) is joint and 
several. See paragraph (d) of § 25.2511-1. 
For the definition of calendar quarter 
see §25.2502-1(0(1). 

Par. 59. Section 25.2514-3 is amended 
by revising paragraph (c) (2) to read as 
follow’s: 

§ 25.2511—3 Powers of appointment 
created after October 21, 1942. 

# * ♦ • • 

(c) Partial releases, lapses, and dis¬ 
claimers of general powers created after 
October 21, 1942. 

( 1 ) • * * 

(2) If a general power of appointment 
created after October 21, 1942, was par¬ 
tially released prior to June 1, 1951, so 
that it no longer represented a general 
power of appointment, as defined in para¬ 
graph (c) of § 25.2514-1, the subequent 
exercise, release, or lapse of the par¬ 
tially released power at any time there¬ 
after will not constitute the exercise or 
release of a general power of appoint¬ 
ment. For example, assume that A 
created a trust in 1943 under which B 
possessed a general power of appoint¬ 
ment. By an instrument executed in 1948 
such general power of appointment was 
reduced in scope by B to an excepted 
power. The inter vivos exercise in 1955, 
or in any calendar year or calendar quar¬ 
ter thereafter, of such excepted power is 
not considered an exercise or release of 
a general power of appointment for pur¬ 


poses of the gift tax. For the definition 
of calendar quarter see § 25.2502-1 (c) (1). 


Par. 60. Section 25.2515 is amended by 
revising section 2515(c) and by adding a 
historical note. These revised and added 
provisions read as follows: 

§ 25.2515 Statutory provisions; tenan¬ 
cies by tbc entirely. 

Sec. 2516. Tenancies by the entirety —• • • 
(c) Exercise of election. The election pro¬ 
vided by subsection (a) shall be exercised by 
Including such creation of a tenancy by the 
entirety or additions made to the value 
thereof as a transfer by gift, to the extent 
such transfer constitutes a gift, determined 
without regard to this section, in the gift 
tax return of the donor for the calendar 
quarter In which such tenancy by the en¬ 
tirety was created or additions made to the 
value thereof, filed within the time prescribed 
by law, irrespective of whether or not the 
gift exceeds the exclusion provided by sec¬ 
tion 2503(b). 


(Sec. 2515 as amended by sec. 102(b)(3), 
Excise, Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1841) ] 

Par. 61. Section 25.2515-1 is amended 
by revising paragraph (b), and by revis¬ 
ing subparagraphs (1), (2)(ii)(b), and 

(3) of paragraph (d). These revised 
paragraphs read as follows: 

§ 25.2515—1 Tenancies by llie entirety; 

in general. 

* • * • • 

(b) Gift upon creation of tenancy by 
the entirety; in general. During calen¬ 
dar years prior to 1955 the contribution 
made by a husband or wife in the crea¬ 
tion of a tenancy by the entirety consti¬ 
tuted a gift to the extent that the con¬ 
sideration furnished by either spouse ex¬ 
ceeded the value of the rights retained by 
that spouse. The contribution made by 
either or both spouses in the creation of 
such a tenancy during the calendar year 
1955, any calendar year beginning before 
January 1, 1971, or any calendar quarter 
beginning after December 31,1970, is not 
deemed a gift by either spouse, regard¬ 
less of the proportion of the total con¬ 
sideration furnished by either spouse, 
unless the donor spouse elects (see 
§ 25.2515-2) under section 2515(c) to 
treat such transaction as a gift in the 
calendar quarter or calendar year in 
which the transaction is effected. See 
§25.2502-1(0(1) for the definition of 
calendar quarter. However, there is a gift 
upon the termination of such a tenancy, 
other than by the death of a spouse, if 
the proceeds received by one spouse on 
termination of the tenancy are larger 
than the proceeds allocable to the con¬ 
sideration furnished by that spouse to 
the tenancy. The creation of a tenancy 
by the entirety takes place if (1> a hus¬ 
band or his wife purchases property ancj 
causes the title thereto to be conveyed 
to themselves as tenants by the entirety. 
(2) both join in such a purchase, or (3) 
either or both cause to be created suen 
a tenancy in property already owned by 
either or both of them. The rule pre¬ 
scribed herein with respect to the crea¬ 
tion of a tenancy by the entirety applies 
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also to contributions made in the making 
of additions to the value of such a ten¬ 
ancy (in the form of improvements, re¬ 
ductions in the indebtedness, or other¬ 
wise) , regardless of the proportion of the 
consideration furnished by each spouse. 
See § 25.2516-1 for transfers made pur¬ 
suant to a property settlement agr eement 
incident to divorce. 

» • • • • 

(d> Gift upon termination of tenancy 
by the entirety —(1) In general. Upon the 
termination of the tenancy, whether 
created before, during, or subsequent to 
the calendar year 1955, a gift may result, 
depending upon the disposition made of 
the proceeds of the termination (whether 
the proceeds be in the form of cash, prop¬ 
erty. or interests in property.) A gift 
may result notwithstanding the fact that 
the contribution of either spouse to the 
tenancy was treated as a gift. See 
§ 25.2515-3 for the method of determining 
the amount of any gift that may result 
from the termination of the tenancy in 
those cases in which no portion of the 
consideration contributed was treated as 
a gift by the spouses in the calendar 
quarter or calendar year in which it was 
furnished. See § 25.2515-4 for the method 
of determining the amount of any gift 
that may result from the termination 
of the tenancy in those cases in which all 
or a i>ortion of the consideration con¬ 
tributed was treated as constituting a gift 
by the spouses in the calendar quarter or 
calendar year in which it was furnished. 
See § 25.2515-2 for the procedure to be 
followed by a donor who elects under sec¬ 
tion 2515(c) to treat the creation of a 
tenancy by the entirety (or the making 
of additions to its value) as a transfer 
subject to the gift tax in the calendar 
quarter (calendar year with respect to 
such transfers made before January 1, 
1971) in which the transfer is made, and 
for the method of determining the 
amount of the gift. See § 25.2502-1 (c) (1) 
for the definition of calendar quarter. 

(2) Termination. • • • 

(ii) Exchange or reinvestment. • • • 

(b) On or before the due date for the 
filing of a gift tax return for the calen¬ 
dar quarter or calendar year (see § 25.- 
6075-1 for the time for filing gift tax 
returns) in which the property held as 
tenants by the entirety was sold, ex¬ 
changed, or otherwise disposed of, the 
spouses enter into a binding contract 
for the purchase of other real property; 
and 

• • • • * 

(3) Proceeds of termination, (i) The 
proceeds of termination may be received 
by a spouse in the form of money, prop¬ 
erty, or an interest in property. Where 
the proceeds are received in the form of 
property (other than money) or an in¬ 
terest in property, the value of the pro¬ 
ceeds received by that spouse is the fair 
market value, on the date of termina¬ 
tion of the tenancy by the entirety, of 
the property or interest received. Thus, 
h a tenancy by the entirety is terminated 
so that thereafter each spouse owns an 
undivided half interest in the property 
as tenant in common, the value of the 
proceeds of termination received by each 
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spouse is one-half the value of the prop¬ 
erty at the time of the termination of 
the tenancy by the entirety. If under 
local law one spouse, without the consent 
of the other, can bring about a severance 
of his or her interest in a tenancy by 
the entirety and does so by making a 
gift of his or her interest to a third 
party, that spouse is considered as hav¬ 
ing received proceeds of termination In 
the amount of the fair market value, at 
the time of the termination, of his sever¬ 
able interest determined in accordance 
with the rules prescribed in § 25.2512-5. 
He has. in addition, made a gift to the 
third party of the fair market value of 
the interest conveyed to the third party. 
In such a case, the other spouse also 
is considered as having received as pro¬ 
ceeds of termination the fair market 
value, at the time of termination, of the 
interest w'hich she thereafter holds in 
the property as tenant in common with 
the third party. However, since section 
2515(b) contemplates that the spouses 
may divide the proceeds of termination 
in some proportion other than that rep¬ 
resented by the values of their respective 
legal interests in the property, if both 
spouses join together in making a gift 
to a third party of property held by them 
as tenants by the entirety, the value of 
the proceeds of termination which will 
be treated as received by each is the 
amount which each reports (on his or 
her gift tax return filed for the calendar 
quarter or calendar year in which the 
termination occurs) as the value of his 
or her gift to the third party. This 
amount is the amount which each re¬ 
ports without regard to whether the 
spouses elect under section 2513 to treat 
the gifts as made one-half by eacii. For 
example, assume that H and W (his 
wife) hold real property as tenants by 
the entirety; that in the first calendar 
quarter of 1972, when the property has 
a fair market value of $60,000, they give 
it to their son; and that on their gilt tax 
returns for such calendar quarter, H re¬ 
ports himself as having made a gift to 
the son of $36,000 and W reports herself 
as having made a gift to the son of 
$24,000. Under these circumstances, H is 
considered as having received proceeds 
of termination valued at $36,000, and W 
is considered as having received pro¬ 
ceeds of termination valued at $24,000. 
• • • # * 

Par. 62. Section 25.2515-2 is amended 
by revising paragraph (a) to read as 
follows; 

§ 25.2515-2 Tenancies by the entirety; 
transfers treated as gifts; manner of 
election and valuation. 

(a) The election to treat the creation 
of a tenancy by the entirety in real prop¬ 
erty, or additions made to its value, as 
constituting a gift in the calendar quarter 
or calendar year in w T hich effected, shall 
be exercised by including the value of 
such gifts in the gift tax return of the 
donor for such calendar quarter or calen¬ 
dar year in which the tenancy was 
created, or the additions in value were 
made to the property. See section 6019 
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and the regulations thereunder. The elec¬ 
tion may be exercised only in a return 
filed within the time prescribed by law. 
or before the expiration of any extension 
of time granted pursuant to law T for the 
filing of the return. See section 6075 for 
the time for filing the gift tax return and 
section 6081 for extensions of time for 
filing the return, together with the regu¬ 
lations thereunder. In order to make the 
election, a gift tax return must be filed 
for the calendar quarter or calendar year 
in which the tenancy was created, or ad¬ 
ditions in value thereto made, even 
though the value of the gift involved does 
not exceed the amount of the exclusion 
provided by section 2503(b). See 
§ 25.2502-1 (c) (1) for the definition of 
calendar quarter. 

• • m 0 « 

Par. 63. Section 25.2515-3 is amended 
by revising paragraph (b) to read as 
follows: 

§ 25.2515—3 Termination of tenancy by 
the entirety; case* in which entire 
value of gift is determined under 
section 2515(b). 

• • • * « 

(b) In computing the value of the gift 
under the circumstances described in 
paragraph (a) of this section, it is first 
necessary to determine the spouse's share 
of the proceeds attributable to the con¬ 
sideration furnished by him. This share 
is computed by multiplying the total 
value of the proceeds of the termina¬ 
tion by a fraction, the numerator of 
which is the total consideration 
furnished by the donor spouse and the 
denominator of which is the total con¬ 
sideration furnished by both spouses. 
From this amount there is subtracted 
the value of the proceeds of termination 
received by the donor spouse. The 
amount remaining is the value of the 
gift. In arriving at the “total considera¬ 
tion furnished by the donor spouse" and 
the “total consideration furnished by 
both spouses," for purposes of the com¬ 
putation provided for in tills paragraph, 
the consideration furnished (see para¬ 
graph (c) of § 25.5215-1) is not reduced 
by any amounts which otherwise w'ould 
have been excludable under section 
2503(b) in determining the amounts of 
taxable gifts for calendar quarters or 
calendar years in which the considera¬ 
tion was furnished. (See § 25.2502-1 
(c)(1) for the definition of calendar 
quarter.) As an example assume that 
in 1955, real property was purchased 
for $30,000, the husband and wife each 
contributing $12,000 and the remaining 
$6,000 being obtained through a mortgage 
on the property. In each of the years 
1956 and 1957, the husband paid $3,000 
on the principal of the indebtedness, but 
did not disclose the value of these trans¬ 
fers on his gift tax returns for those 
years. The total consideration furnished 
by the husband is $18,000, the total con¬ 
sideration furnished by the wife is $12,- 
000, and the total consideration furnished 
by both spouses is $30,000. 

* • • • • 

Par. 64. Section 25.2515-4 is amended 
by revising paragraph (a) and so much of 
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paragraph (c) as precedes subparagraph 
(1) thereof to read as follows: 

§ 25.2515—1 Termination of tenancy by 
entirety; eases in which none, or a 
portion only, of value of gift is de¬ 
termined under section 2515(b). 

(a) In general. The rules provided in 
section 2515(b) (see § 25.2515-3) are not 
applied in determining whether a gift 
has been made at the termination of a 
tenancy to the extent that the consid¬ 
eration furnished for the creation of the 
tenancy was treated as a gift or if the 
consideration for the creation of the 
tenancy was furnished by a third party. 
Consideration furnished for the crea¬ 
tion of the tenancy was treated as a gift 
if it was furnished either (1) during 
calendar years prior to 1955, or (2) dur¬ 
ing the calendar year 1955 and sub¬ 
sequent calendar years and calendar 
quarters and the donor spouse exercised 
the election to treat the furnishing of 
consideration as a gift. (For the defini¬ 
tion of calendar quarter see § 25.2502-1 
(c)(1).) See paragraph (b) of this sec¬ 
tion for the manner of computing the 
value of gifts resulting from the termina¬ 
tion of the tenancy under these circum¬ 
stances. See paragraph (c) of this section 
for the rules to be applied where part of 
the total consideration for the creation 
of the tenancy and additions to the value 
thereof was not treated as a gift and part 
either was treated as a gift or was fur¬ 
nished by a third party. 

• « * • « 

(c) Valuation of gift where both types 
of consideration are involved . If the 
consideration furnished consists in part 
of the type described in paragraph (a) 
of § 25.2515-3 (consideration furnished 
by the spouses after 1954, and not treated 
as a gift in the calendar quarter or 
calendar year in which it was furnished) 
and in part of the type described in para¬ 
graph (a) of this section (consideration 
furnished by the spouses and treated as 
a gift or furnished by a third party), 
the amount of the gift is determined 
as follows: 

• • • * • 

Par. 65. Section 25.2516-1 is amended 
by revising paragraph (b) to read as 
follows: 

§25.2516—1 Certain property settle¬ 
ments. 

* • • • • 

(b) See paragraph (b) of § 25.6019- 
3 for the circumstances under which in¬ 
formation relating to property 
settlements must be disclosed on the 
transferor’s gift tax return for the cal¬ 
endar quarter (calendar year with re¬ 
spect to gifts made before January 1, 
1971) in which the agreement becomes 
effective. See § 25.2502-1 (c) (1) for the 
definition of calendar quarter. 

Par. 66. Section 25.2517-1 is amended 
by revising so much of paragraph (a) (1) 
as follows subdivision (ill) to read as 
follows: 

§ 25.2517—1 Employee’s annuities. 

(a) In general (l) ♦ • • 


The value of the gift is the value, on 
the date of the gift, of the survivor 
annuity or other payment, computed in 
accordance with the principles set forth 
in §§ 25.2512-1, 25.2512-5, and 25.2512- 
6. It should be noted that such a gift 
is a gift of a future interest witliin the 
contemplation of § 25.2503-3 and no part 
thereof may be excluded in determining 
the total amount of gifts made during 
the calendar quarter (calendar year 
with respect to gifts made before Jan¬ 
uary 1, 1971). See § 25.2502-1(0(1) for 
the definition of calendar quarter. 

• * • • • 

Par. 67. Section 25.2521 is amended to 
read as follows: 

§25.2521 Statutory provision*; t*pccific 
exemption. 

Sec. 2521. Specific exemption. In comput¬ 
ing taxable gifts for a calendar quarter, 
there shall be allowed as a deduction in the 
case of a citizen or resident an exemption 
of $30,000, less the aggregate of the amounts 
claimed and allowed as a specific exemption 
in the computation of gift taxes for the 
calendar year 1932 and all calendar years and 
calendar quarters intervening between that 
calendar year aud the calendar quarter for 
which the tax is being computed under the 
laws applicable to such years or calendar 
quarters. 

(Sec. 2521 as amended by sec. 102(c) (1), Ex¬ 
cise, Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1841 )) 

Par. 68. Section 25.2521-1 is amended 
to read as follows: 

§ 25.2521-1 Specific exemption. 

(a) In determining the amount of 
taxable gifts for the calendar quarter 
(calendar year with respect to gifts made 
before January 1,1971) there may be de¬ 
ducted, if the donor was a resident or 
citizen of the United States at the time 
the gifts were made, a specific exemption 
of $30,000, less the sum of the amounts 
claimed and allowed as an exemption in 
prior calendar quarters or calendar 
years. The exemption, at the option of the 
donor, may be taken in the full amount 
of $30,000 in a single calendar quarter or 
calendar year, or be spread over a period 
of time in such amounts as the donor 
sees fit, but after the limit has been 
reached no further exemption is allow¬ 
able. Except as otherwise provided in a 
tax convention between the United 
States and another country, a donor who 
was a nonresident not a citizen of the 
United States at the time the gift or 
gifts were made is not entitled to this 
exemption. For the definition of calendar 
quarter see § 25.2502-1 (c) (1). 

(b) No part of a donor’s lifetime spe¬ 
cific exemption of $30,000 may be de¬ 
ducted from the value of a gift attribut¬ 
able to his spouse where a husband and 
wife consent, under the provisions of 
section 2513, to have the gifts made 
during a calendar quarter or calendar 
year considered as made one-half by each 
of them. The ‘‘gift-splitting” provisions 
of section 2513 do not authorize the filing 
of a joint gift tax return nor permit a 
donor to claim any of his spouse’s spe¬ 
cific exemption. For example, if a hus¬ 


band has no specific exemption remain¬ 
ing available, but his wife does, and the 
husband makes a gift to which his wife 
consents under the provisions of section 
2513, the specific exemption remaining 
available may be claimed only on the 
return of the wife with respect to one- 
half of the gift. The husband may not 
claim any specific exemption since he 
has none available. 

(c) (1) With respect to gifts made after 
December 31, 1970, the amount by which 
the specific exemption claimed and al¬ 
lowed in gift tax returns for prior 
calendar quarters and calendar years ex¬ 
ceeds $30,000 is includible in determining 
the aggregate sum of the taxable gifts 
for preceding calendar years and calen¬ 
dar quarters. See paragraph (b) of 
§ 25.2504-1. 

(2) With respect to gifts made before 
January 1, 1971, the amount by which 
the specific exemption claimed and al¬ 
lowed in gift tax returns for prior calen¬ 
dar years exceeds $30,000 is includible in 
determining the aggregate sum of the 
taxable gifts for preceding calendar 
years. See paragraph (b) of § 25.2504-1. 

Par. 69. Section 25.2522(a) is amended 
by revising so much of section 2522(a) as 
precedes paragraph (1) thereof, by re¬ 
vising section 2522(a)(2), and by add¬ 
ing a historical note. These revised and 
added provisions read as follows: 

§ 25.2522(a) Statutory provisions; char, 
itablc and similar gifts; citizen* or 
residents. 

Sec. 2522. Charitable and similar gifts—( a) 
Citizens or residents. In computing taxable 
gifts for the calendar quarter, there shall be 
allowed as a deduction in the case of a citizen 
or resident the amount of all gifts made dur¬ 
ing such quarter to or for the use of— 


(2) A corporation, or trust, or community 
chest, fund, or foundation, organized and 
operated exclusively for religious, charitable, 
scientific, literary, or educational purposes, 
including the encouragement of art and the 
prevention of cruelty to children or ani¬ 
mals, no part of the net earnings of which 
inures to the benefit of any private share¬ 
holder or individual, no substantial part of 
the activities of which is carrying on propa¬ 
ganda, or otherwise attempting, to Influence 
legislation, and which does not participate 
in, or intervene in (including the publishing 
or distributing of statements), any political 
campaign on behalf of any candidate for pub¬ 
lic office; 


[Sec. 2522(a) as amended by sec. 201(d)(3), 
Tax Reform Act 1969 (83 Stat. 561); sec. 102 
(c)(2), Excise, Estate, and Gift Tax Adjust¬ 
ment Act 1971 (84 Stat. 1841) ] 

Par. 70. Section 25.2522(a)-1 Is 
amended by revising so much of para¬ 
graph (a) as precedes subparagraph (1) 
thereof to read as follows: 

§ 25.2522(a)—! Charitable and Minilar 
gifts; citizens or residents. 

(a) In determining the amount of tax¬ 
able gifts for the calendar quarter as 
defined in § 25.2502-1 (c) (1) (calendar 
year with respect to gifts made before 
January 1,1971) there may be deducted, 
in the case of a donor who was a citizen 
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or resident of the United States at the 
time the gifts were made, all gifts in¬ 
cluded in the “total amount of gifts” 
made by the donor during the calendar 
quarter or calendar year (see section 2503 
and the regulations thereunder) and 
made to or for the use of: 

• • • • • 

Par. 71. Section 25.2522(b) is amended 
by revising so much of section 2522(b) 
as precedes paragraph (1) thereof, by 
revising section 2522(b) (2) and (3) and 
by adding a historical note. These revised 
and added provisions read as follows: 

§ 25.2522(b) Statutory provisions; 
charitable and similar gifts; nonresi¬ 
dents. 

Sec. 2522. Charitable and similar gifts. 

* * * 

(b) Nonresidents. In the case of a non¬ 
resident not a citizen of the United States, 
there shall be allowed as a deduction the 
amount of all gifts made during such quarter 
to or for the use of— 


• # * • * 

(2) A domestic corporation organized and 
operated exclusively for religious, charitable, 
scientific, literary, or educational purposes, 
including the encouragement of art and the 
prevention of cruelty to children or animals 
no part of the net earnings of which Inures 
to the benefit of any private shareholder or 
individual, no substantial part of the activi¬ 
ties of which is carrying on propaganda, or 
otherwise attempting, to Influence legislation 
and which does not participate in. or inter¬ 
vene in (including the publishing or distrib¬ 
uting of statements). any political campaign 
on behalf of any candidate for public office; 

(3) A trust, or community chest, fund, or 
foundation, organized and operated exclu¬ 
sively for religious, charitable, scientific, lit¬ 
erary, or educational purposes, including the 
encouragement of art and the prevention of 
cruelty to children or animals, no substantial 
part of the activities of which is carrying 
on propaganda, or otherwise attempting, to 
influence legislation, and which does not 
participate in, or intervene in (including the 
publishing or distributing of statements), 
any political campaign on behalf of any can¬ 
didate for public office: but only if such gifts 
are to be used within the United States ex¬ 
clusively for such purposes; 


• • * • * 

[Sec 2522(b) as amended by sec. 201(d) (3), 
Tax Reform Act 1969 (83 Stat. 661); sec. 102 
(c)(2) Excise. Estate, and Gift Tax Adjust¬ 
ment Act 1970 (84 Stat. 1841)] 

Par. 72. Section 25.2523(a) is amended 
to read as follows: 


§ 25.2523(a) Statutory provisions: gift 
to spouse; in general. 

Sec. 2523. Gift to spouse —(a) In general. 
vvhere a donor who Is a citizen or resident 
transfers during the calendar quarter by gift 
an interest in property to a donee who at 
the time of the gift is the donor's spouse, 
there shall be allowed as a deduction in com¬ 
puting taxable gifts for the calendar quarter 
an amount with respect to such Interest equal 
to one-half of its value. 


(Sec. 2523(a) as amended by sec. 102(c) ( 
&cclse Estate, and Gift Tax Adjustment 
of 1970 (84 Stat. 1841)] 


73. Section 25.2523 (a)-1 is 
amended by revising paragraphs (a) and 
by redesignating paragraph (c) as 
a>. and by inserting a new paragraph 
* imr nediately after paragraph (b). 


These revised and added provisions read 
as follows: 

§ 25.2523(a)—1 Gift to spouse; in gen¬ 
eral. 

(a) In general. In determining the 
amount of taxable gifts for the calendar 
quarter (with respect to gifts made after 
December 31, 1970) or calendar year 
(with respect to gifts made before Janu¬ 
ary 1, 1971), a donor who was a citizen 
or resident of the United States at the 
time the gift was made, may deduct an 
amount equal to one-half the value of 
any property interest (except as other¬ 
wise provided in paragraph (b) of this 
section) transferred by gift to a donee 
who at the time of the gift was the 
donor’s spouse. (See § 25.2502-1 (c) (1) for 
the definition of calendar quarter.) This 
deduction is referred to as the “marital 
deduction.” No marital deduction is au¬ 
thorized with respect to a gift if the 
donor, at the time of the gift, was a non¬ 
resident not a citizen of the United 
States. However, if the donor was a citi¬ 
zen or resident of the United States 
at the time the gift was made, he 
is not deprived of the right to the mari¬ 
tal deduction by reason of the fact that 
his spouse w r as a nonresident not a citi¬ 
zen. For convenience the donor’s spouse 
is generally referred to in the feminine 
gender, but if the donor is a woman the 
reference is to her husband. The donor 
must submit such proof as is necesary to 
establish the right to the marital deduc¬ 
tion. including any evidence requested by 
the Internal Revenue Service. 

(b> "Deductible interests ” and “ non¬ 
deductible interests” —(1) In general. 
The property interests transferred by a 
donor to his spouse consist of either 
transfers with respect to which the mari¬ 
tal deduction is authorized (as described 
in subparagraph (2) of this paragraph) 
or transfers with respect to which the 
marital deduction is not authorized (as 
described in subparagraph (3) of this 
paragraph). These transfers are referred 
to in this section and in §§ 25.2523<b)-l 
through 25.2523 (f)-l as “deductible in¬ 
terests’’ and “nondeductible Interests”, 
respectively. 

(2) “Deductible interest A property 
interest transferred by a donor to his 
spouse is a “deductible interest” if it does 
not fall within either class of “nonde¬ 
ductible interests” described in subpara¬ 
graph (3) of this paragraph. 

(3) “Nondeductible interests .” (i) A 
property interest transferred by a donor 
to his spouse which is a “terminable in¬ 
terest,” as defined in § 25.2523(b)-l, is a 
“nondeductible interest” to the extent 
specified in that section. 

(ii» Any property interest transferred 
by a donor to his spouse is a “nondeduc¬ 
tible interest” to the extent that it is not 
included in the total amount of gifts 
made during the calendar quarter (with 
respect to gifts made after December 31, 
1971) or calendar year (with respect to 
gifts made before January 1, 1971). See 
§§ 25.2515-1 (relating to tenancies by 
the entirety) and 25.2516-1 (relating to 
property settlements followed by di¬ 
vorce) for some, but not necessarily all. 


of the situations in which property is 
transferred by a donor to his spouse and 
not included in the total amount of gifts 
made during the calendar quarter or 
calendar year. 

(c) Marital deduction computation . 
The amount of the marital deduction for 
a particular calendar quarter (with re¬ 
spect to gifts made after December 31, 
1970) or calendar year (with respect to 
gifts made before January 1, 1971) will 
depend upon whether the gifts made by 
the donor to his spouse during the calen¬ 
dar quarter or calendar year are termin¬ 
able interests, and whether the limita¬ 
tions of §§ 25.2523(f)-l (relating to gifts 
of community property) and 25.2524-1 
(relating to cases in which transfers by 
gift are not included in the “total 
amount of gifts” pursuant to the provi¬ 
sions of section 2503(b)) are applicable. 
Generally, the marital deduction is equal 
to one-half of the aggregate value of the 
“deductible interests.” The follow’ing ex¬ 
amples (in each of which it is assumed 
that the donor has previously utilized his 
entire $30,000 specific exemption pro¬ 
vided by section 2521) illustrate the 
marital deduction computation and the 
interrelationship of sections 2503(b) and 
2523(a): 

Example (1). A donor made a transfer by 
gift of $6,000 cash to his spouse on December 
26, 1971. The donor made no other transfers 
during 1971. The amount of the marital de¬ 
duction for the fourth calendar quarter of 

1971 Is $3,000 (one-half of $6,000): the 
amount of the annual exclusion under 
§ 2503(b) is $3,000; and the amount of tax¬ 
able gifts is zero ($6.000—$3,000 (annual ex¬ 
clusion)—$3,000 (marital deduction)). 

Example (2). A donor made transfers by 
gift to his spouse of $3,000 cash on January 
1, 1971, and $3,000 cash on May 1, 1971. The 
donor made no other transfers during 1971. 
For the first calendar quarter of 1971 the 
marital deduction is zero because the amount 
excluded under section 2503(b) is $3,000. and 
the amount of taxable gifts is also zero. For 
the second calendar quarter of 1971 the mari¬ 
tal deduction is $1,500 (one-half of $3,000). 
and the amount of taxable gifts is $1,500 
($3,000—$1,500 (marital deduction)). Under 
section 2503(b) no amount of the second 
$3,000 gift may be excluded because the en¬ 
tire $3,000 annual exclusion was applied 
against the gift made in the first calendar 
quarter of 1971. 

Example (3). A donor made a transfer by 
gift to his spouse of $10,000 cash on April 1, 
1972. The donor made no other transfers dur¬ 
ing 1972. For the second calendar quarter of 

1972 the amount of the marital deduction 
is $5,000 (one-half of $10,000); the amount 
excluded under section 2503(b) is $3,000; 
the amount of taxable gifts is $2,000 ($10,000 
— $3,000 (annual exclusion) —$5,000 (marital 
deduction)). 

Example ( 4 ). A donor made transfers by 
gift to his spouse of $2,000 cash on January 1, 
1971, $2,000 cash on April 5. 1971, and $10,000 
cash on December 1. 1971. The donor made 
no other transfers during 1971. For the first 
calendar quarter of 1971 the marital deduc¬ 
tion is zero because the amount excluded 
under section 2503(b) is $2,000, and the 
amount of taxable gifts is also zero. For the 
second calendar quarter of 1971 the marital 
deduction is $1,000 (one-half of $2,000) (see 
section 2524); the amount excluded under 
section 2503(b) is $1,000 because $2,000 of 
the $3,000 annual exclusion was applied 
against the gift made in the first calendar 
quarter of 1971; and the amount of taxable 
gifts is zero ($2,000-$1,000 (annual exclu- 
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Bion) —$1,000 (martial deduction)). For 
the fourth calendar quarter of 1971, the mari¬ 
tal deduction is $5,000 (one-half of $10.000); 
the amount excluded under section 2503(b) 
Is zero because the entire $3,000 annual ex¬ 
clusion was applied against the gifts made in 
the first and second calendar quarters of 
1971; and the amount of taxable gifts is 
$5,000 ($10,000—$5,000 (marital deduction)). 

Example (5). A donor made transfers by 
gift to his spouse of $2,000 cash on Janu¬ 
ary 10, 1972, $2,000 cash on May 1, 1972, and 
a remainder interest valued at $10,000 on 
June 1, 1972. The donor made no other trans¬ 
fers during 1972. For the first calendar quar¬ 
ter of 1972, the marital deduction Is zero 
because $2,000 is excluded under section 
2503(b), and the amount of taxable gifts is 
also zero. For the second calendar quarter of 
1972 the marital deduction Is $9,000 (one- 
half of $16,000 plus one-half of $2,000); the 
amount excluded under section 2503(b) Is 
$1,000 because $2,000 of the $3,000 annual 
exclusion was applied against the gift made 
In the first calendar quarter of 1971; and 
the amount of taxable gifts Is $8,000 ($18,000 
— $1,000 (annual exclusion) —$9,000 (marital 
deduction)). 

Example (6). A donor made transfers by 
gift to his spouse of $2,000 cash on January 
1, 1972, a remainder interest valued at $16,- 
000 on January 6. 1972, and $2,000 cash on 
April 30, 1972. The donor made no other 
transfers during 1972. For the first calendar 
quarter of 1972, the marital deduction is 
$9,000 (one-half of $16,000 plus one-half of 
$2,000); the amount excluded under section 
2503(b) Is $2,000; and the amount of tax¬ 
able gifts is $7,000 ($18,000 -$2,000 (annual 
exclusion) —$9,000 marital deduction)). For 
the second calendar quarter of 1972 the 
marital deduction is $1,000 (one-half of 
$2,000); the amount excluded under section 
2503(b) Is $1,000 because $2,000 of the 
$3,000 annual exclusion was applied against 
the gift of the present Interest In the first 
calendar quarter of 1971; and the amount of 
taxable gifts is zero ($2,000 —$1,000 (annual 
exclusion) —$1,000 (marital deduction)). 

Example (7). A donor made a transfer by 
gift to his spouse of $12,000 cash on July 
17, 1955. The donor made no other transfers 
during 1955. For the calendar year 1955 the 
amount of the marital deduction is $6,000 
(one-half of $12,000); the amount excluded 
under section 2503(b) is $3,000; and the 
amount of taxable gifts is $3,000 ($12,000 
—$3,000 (annual exclusion) —$6,000 (marital 
deduction)). 

( d ) Valuation. If the income from 
property is made payable to the donor or 
another individual for life, or for a term 
of years, with remainder absolutely to 
the donor’s spouse or to her estate, the 
marital deduction is equal to one-half 
the present value of the remainder. The 
present value of the remainder (that is, 
its value as of the date of gift) is to be 
determined in accordance with the rules 
stated in § 25.2512-9 (§ 25.2512-5 in the 
case of a remainder transferred before 
January 1, 1971). See the example in 
paragraph (d) of § 25.2512-9 (§ 25.2512-5 
in the case of a remainder transferred 
before January 1,1971). If the remainder 
is such that its value is to be determined 
by a special computation (see § 25.2512- 
9(e)), a request for a specific factor, ac¬ 
companied by a statement of the dates 
of birth of each person, the duration of 
whose life may affect the value of the 
remainder, and by copies of the relevant 
instruments may be submitted by the 
donor to the Commissioner who, if con¬ 
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ditions permit, may supply the factor re¬ 
quested. If the Commissioner does not 
furnish the factor, the claim for deduc¬ 
tion must be supported by a full state¬ 
ment of the computation of the present 
value, made in accordance with the prin¬ 
ciples set forth in § 25.2512-9(e). 

Par. 74. Section 25.2523 <d>-l is 
amended to read as follows: 

§ 25.2523(d)—1 Joint interests. 

Section 2523(d) provides that if a 
property interest is transferred to the 
donee spouse as sole joint tenant with 
the donor or as a tenant by the entirety, 
the interest of the donor in the property 
which exists solely by reason of the pos¬ 
sibility that the donor may survive the 
donee spouse, or that there may occur a 
severance of the tenancy, is not for the 
purposes of section 2523(b), to be con¬ 
sidered as an interest retained by the 
donor in himself. Under this provision, 
the fact that the donor may, as surviving 
tenant, possess or enjoy the property 
after tine termination of the interest 
transferred to the donee spouse does not 
preclude the allowance of the marital 
deduction with respect to the latter in¬ 
terest. Thus, if the donor purchased real 
property in the name of himself and wife 
as tenants by the entirety, or as joint 
tenants with right of survivorship and, 
pursuant to the provisions of section 2515 
<c), elected to treat such transaction as 
a completed gift in the calendar quarter 
(calendar year with respect to gifts made 
before January 1, 1971) affected, a mari¬ 
tal deduction equal to one-half the value 
of the interest of the donee spouse in 
such property may be taken. See para¬ 
graph (c) of § 25.2523 (b)-l, and section 
2524. 

Par. 75. Section 25.2524-1 is amended 
to read as follow's: 

§ 25.2521—1 Extent of deductions. 

Under the provisions of section 2524, 
the charitable deduction provided for in 
section 2522 and the marital deduction 
provided for in section 2523 are allowable 
only to the extent that the gifts, with 
respect to which those deductions are 
authorized, are included in the “total 
amount of gifts” made during the calen¬ 
dar quarter (with respect to gifts made 
after December 31, 1970) or calendar 
year (with respect to gifts made before 
January 1, 1971), computed as provided 
in section 2503 and § 25.2503-1 (i e.. the 
total gifts less exclusions). The follow¬ 
ing examples (in both of which it is 
assumed that the donor has previously 
utilized his entire $30,000 specific exemp¬ 
tion provided by section 2521) illustrate 
the application of the provisions of this 
section: 

Example (i). A donor made transfers by 
gift to his spouse of $5,000 cash on Janu¬ 
ary 1, 1971, and $1,000 cash on April 5. 1971. 
The donor made no other transfers during 
1971. The first $3,000 of such gifts for the 
calendar year is excluded under the provi¬ 
sions of section 2503(b) in determining the 
“total amount of gifts” made during the first 
calendar quarter of 1971. The marital deduc¬ 
tion for the first calendar quarter of $2,600 
(one-half of $5,000) otherwise allowable la 
limited by section 2524 to $2,000. The amount 


of taxable gifts Is zero ($5,000—$3,000 (an¬ 
nual exclusion) —$2,000 (marital deduc¬ 
tion) ). For the second calendar quarter of 
1971, the marital deduction Is $500 (one-half 
of $1,000); the amount excluded under sec¬ 
tion 2503(b) Is zero because the entire $3,000 
annual exclusion was applied against the 
gift in the first calendar quarter of 1971; and 
the amount of taxable gifts Is $500 ($1,000- 
$500 (marital deduction)). 

Example (2). The only gifts made by a 
donor to his spouse during calendar year 

1969 were a gift of $2,400 in May and a gift 
of $3,000 In August. The first $3,000 of such 
gifts Is excluded under the provisions of sec¬ 
tion 2503(b) In determining the “total 
amount of gifts” made during the calendar 
year. The marital deduction for 1969 of $2,700 
(one-half of $2,400 plus one-half $3,000) 
otherwise allowable is limited by section 2524 
to $2,400. The amount of taxable gifts Is zero 
($5.400 —$3,000 (annual exclusion) — $2,400 
(marital deduction)). 

Par. 76. Section 25.6019 is amended to 
read as follows: 

§ 23.6019 Statutory provisions; gift tux 
returns. 

Sec. 6019. Gift tax returns —(a) In gen¬ 
eral. Any individual who in any calendar 
quarter makes any transfers by gift (other 
than transfers which under section 2503(b) 
are not to be Included In the total amount 
of gifts for such quarter and other than 
qualified charitable transfers) shall make a 
returcr-for such quarter with respect to the 
gift tax imposed by subtitle B. 

(b) Qualified charitable transfers—( 1) 
Return requirement. A return shall be made 
of any qualified charitable transfer— 

(A) For the first calendar quarter. In the 
calendar year in which the transfer is made, 
for which a return Is required to be filed 
under subsection (a), or 

(B) If no return Is required to be filed 
under subparagraph (A), for the fourth 
calendar quarter In the calendar year in 
which such transfer is made. 

A return made pursuant to the provisions of 
this paragraph shall be deemed to be a re¬ 
turn with respect to any transfer reported as 
a qualified charitable transfer for the calen¬ 
dar quarter In which such transfer was made. 

(2) Definition of qualified charitable trans¬ 
fer. For purposes of this section, the term 
•‘qualified charitable transfer" means a trans¬ 
fer by gift with respect to which a deduc¬ 
tion Is allowable under section 2522 In on 
amount equal to the amount transferred. 

(c) Tenancy by the entirety. For provisions 
relating to requirement of return in the cose 
of election as to the treatment of gift by 
creation of tenancy by the entirety, see sec¬ 
tion 2515(c). 

(Sec. 6019 as amended by sec. 102(d)(3), 
Excise, Estate, and Gift Tax Adjustment Act 

1970 (84 Stat. 1841)1 

Par. 77. Section 25.6019-1 is amended 
to read as follows: 

§ 25.6019-1 Persons required lo fde 
re I urns. 

(a) In general. Except in the case of 
a gift of a future interest in property, any 
individual citizen or resident of tne 
United States who, within any calendar 
year beginning after December 31, 19 
makes a transfer or transfers by gift to 
any one donee of a value or total value in 
excess of $3,000 (other than qualified 
charitable transfers described in para¬ 
graph (b) of this section) must file 8 
gift tax return on Form 709 for— (D the 
calendar quarter in which the value oi 
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the gift or the sum of the values of the 
dfts to such donee during that calendar 
vear exceeds $3,000, and (2) for any sub¬ 
sequent quarter within the same calen¬ 
dar year in which any additional gift is 
made to the same donee. For example, 
assume that the only gifts made by A 
during calendar year 1971 were gifts to 
B of $2,000 on January 1, 1971, $2,000 on 
July 1, 1971, and $2,000 on December 1, 
1971. Thus, A must file a gift tax return 
for the third and fourth calendar quar¬ 
ters of 1971, but no return is required for 
the first or second calendar quarter of 
1971 . Each citizen or resident must file 
a return on Form 709 for the calendar 
quarter beginning after December 31, 
1970, in which he makes a gif t of a future 
interest in property, regardless of the 
value of the transfer. If any individual 
citizen or resident of the United States 
makes a transfer or transfers by gift 
within any calendar year from 1955 to 
1970. inclusive, to any one donee of a 
value or total value in excess of $3,000 (or 
any gift of a future interest in property 
regardless of value), he must file a gift 
tax return on Form 709 for that year. The 
rules contained in this section also apply 
to a nonresident not a citizen of the 
United States provided that under 
§ 25.2511-3 the transfer is subject to the 
gift tax. The return is required even 
though because of the deductions au¬ 
thorized by sections 2521 (specific ex¬ 
emption), 2522 (charitable, etc., deduc¬ 
tion), and 2523 (marital deduction), no 
tax may be payable. Individuals only 
are required to file returns and not trusts, 
estates, partnerships, or corporations. 
Duplicate copies of the return are not 
required to be filed. See §§ 25.6075-1 and 
25.6091-1 for the time and place for filing 
the gift tax return. For delinquency pen¬ 
alty for failure to file return or pay the 
tax, see section 6651 and § 301.6651-1 of 
this chapter (Regulations on Procedure 
and Administration). For criminal pen¬ 
alties for failure to file a return and filing 
a false or fraudulent return, see sections 
7203. 7206. and 7207. For the gift tax 
return requirements with respect to qual¬ 
ified charitable transfers see paragraph 
*b) of this section. 


<b) Qualified charitable transfers — 
(1) Definition. For purposes of this sec¬ 
tion, a “qualified charitable transfer*' is 
a transfer by gift for which a deduction 
is allowable under section 2522 in the full 
amount of the gift. For example, if a 
donor gives securities outright to a qual¬ 
ified charitable organization described in 
section 2522, he is entitled to a charitable 
deduction under section 2522 equal to the 
full amount of the transfer, and there¬ 
fore the transfer is a “qualified charit¬ 
able transfer.*’ If, however, the donor 
ma ^ S a a interest, such as 

f P** to his son for life of the annuity 
interest in a charitable remainder an- 
muty trust (see section 664), with a gift 
or the remainder interest in the trust to 
parity upon termination of the son's 
^nnuity interest, the transfer is not a 
qualified charitable transfer" because 
the value of the entire gift (i.e., the value 

rhoS? , e tS tire P r °P©rty transferred to the 
cnaritable remainder trust) exceeds the 


deduction allow*ed under section 2522 for 
the charitable remainder. This para¬ 
graph applies only to gifts made after 
December 31, 1970. 

(2) Return requirement . If a donor’s 
only gift during a calendar year was a 
qualified charitable transfer of a present 
interest in property the value of which 
exceeds $3,000, the transfer must be re¬ 
ported on a gift tax return for the fourth 
calendar quarter of such year regardless 
of when the qualified charitable transfer 
was made during the calendar year. 
However, if subsequent to such transfer 
a return is required to be filed under 
paragraph (a) of this section for a cal¬ 
endar quarter prior to the fourth calen¬ 
dar quarter of such calendar year, then 
the qualified charitable transfer must 
be reported on the return filed for such 
calendar quarter. A return filed pursuant 
to the provisions of this subparagraph, 
reporting a gift as a qualified charitable 
transfer, shall be treated as a return 
with respect to such transfer for the cal¬ 
endar quarter in which the transfer was 
made. Therefore, if the reported transfer 
is subsequently determined not to be a 
qualified charitable transfer, the donor 
shall be considered as having filed a re¬ 
turn insofar as that transfer is con¬ 
cerned. Thus, the period of limitations 
on assessment under section 6501 runs 
from the date on which the return re¬ 
porting the transfer is filed. 

(3) Examples. The application of this 
paragraph may be illustrated by the fol¬ 
lowing examples: 

Example (1). On January 10. 1972, A 
transfers by gift property In trust to pay the 
income therefrom to his wife for her life, 
with the remainder to a charitable organi¬ 
zation upon the wife’s death. Because the 
transfer is not a qualified charitable trans¬ 
fer, the entire transfer to the split-interest 
trust must be reported on a gift tax return 
filed on or before May 15. 1972. A may be 
entitled to a gift tax charitable deduction 
provided the trust qualifies under section 
664 (charitable remainder trusts) or section 
642(c)(5) (pooled income funds). 

Example (2). On January 1, 1971, B trans¬ 
fers by gift $2,000 to C and $4,000 to a char¬ 
itable organization. Tills latter gift is a quali¬ 
fied charitable transfer. B made no other 
gifts during 1971. B is not required to file a 
return for the gift to C because of the $3,000 
annual exclusion provided in section 2503 
(b). The qualified charitable transfer is not 
required to be reported until the return for 
the fourth quarter of 1971 is filed. Thus, the 
only gift tax return required for 1971 should 
be filed on or before February 15,1972. 

Example (3). On March 2. 1971, D makes 
a qualified charitable transfer. On June 1, 
1971, he transfers by gift $10,000 to E. D 
made no other gifts during 1971. Because a 
return is required on or before August 15. 
1971, for the gift made in the second calen¬ 
dar quarter of 1971, the qualified charitable 
transfer must also be reported on that 
return. 

Example (4). A transfer by gift is made 
by F in January of 1972 and reported as a 
qualified charitable transfer on a return filed 
on February 15, 1973, for the fourth calendar 
quarter of 1972. The period of limitations on 
assessment of gift tax liability with respect 
to the claimed qualified charitable transfer 
begins to run from February 15,1973. 

(c) Deceased donor. If the donor dies 
before filing his return, the executor or 


administrator of his estate shall file the 
return. If the donor becomes legally in¬ 
competent before filing his return, his 
guardian or committee shall file the 
return. 

(d) Ratification of return. The return 
shall not be made by an agent unless by 
reason of illness, absence, or nonresi¬ 
dence, the person liable for the return is 
unable to make it within the time pre¬ 
scribed. Mere convenience is not sufficient 
reason for authorizing an agent to make 
the return. If by reason of illness, ab¬ 
sence. or nonresidence, a return is made 
by an agent, the return must be ratified 
by the donor or other person liable for 
its filing within a reasonable time after 
such person becomes able to do so. If the 
return filed by the agent is not so ratified, 
it will not be considered the return re¬ 
quired by the statute. Supplemental data 
may be submitted at the time of ratifica¬ 
tion. The ratification may be in the form 
of a statement, executed under the penal¬ 
ties of perjury and filed with the internal 
revenue officer with whom the return was 
filed, showing specifically that the return 
made by the agent has been carefully 
examined and that the person signing 
ratifies the return as the donor’s. If a 
return is signed by an agent, a statement 
fully explaining the inability of the donor 
must accompany the return. 

Pah. 78. Section 25.6019-2 is amended 
to read as follows: 

§ 25.6019—2 Return* required in cams 
of conneiit under section 2513. 

Except as otherwise provided in this 
section, the provisions of § 25.6019-1 are 
applicable with respect to the filing of a 
gift tax return or returns in the case of 
a husband and wife who consent (see 
§ 25.2513-1) to the application of section 
2513. In such a case, if both of the con¬ 
senting spouses are (without regard to 
the provisions of section 2513) required 
under the provisions of § 25.6019-1 to file 
returns, returns must be filed by both 
spouses. If only one of the consenting 
spouses is (without regard to the provi¬ 
sions of section 2513) required under 
§ 25.6019-1 to file a return, a return must 
be filed by that spouse. In the latter case, 
if after giving effect to the provisions of 
section 2513 the other spouse is con¬ 
sidered to have made any gift (regardless 
of value) of a future interest in property 
or any gift or gifts to any one third-party 
donee exceeding $3,000 in value, then a 
return must also be filed by such other 
spouse. Thus, if during any calendar 
quarter (calendar year in the case of 
gifts made before January 1, 1971) the 
husband made a gift of $5,000 to a son 
(the gift not being a future interest in 
property) and the wife made no gifts, 
only the husband is required to file a re¬ 
turn for such calendar quarter (calendar 
year). However, if the wife had made a 
gift of $2,000 to the same son in the same 
calendar quarter (calendar year), or if 
the gift made by the husband had 
amounted to $7,000, each spouse would 
be required to file a return if the con¬ 
sent is signified as provided in section 
2513. (See § 25.2502-1 (c) (1) for the 
definition of calendar quarter.) 
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Par. 79. Section 25.6019-3 is amended 
to read as follow’s: 

§ 23.6019—3 Contents of return. 

fa) In general . The return shall set 
forth: (1) Each gift made during the cal¬ 
endar quarter (with respect to gifts made 
after December 31. 1970) or calendar 
year (with respect to gifts made before 
January 1, 1971) which under sections 
2511 through 2515 is to be included in 
computing taxable gifts; (2) the deduc¬ 
tions claimed and allowable under sec¬ 
tions 2521 through 2524; and (3) the tax¬ 
able gifts made for each of the preceding 
calendar years and calendar quarters 
(with respect to gifts made after Decem¬ 
ber 31. 1970) or for each of the preced¬ 
ing calendar years (with respect to gifts 
made before January 1, 1971). (See 
§ 25.2504-1.) In addition the return shall 
set forth the fair market value of all gifts 
not made in money, including gifts re¬ 
sulting from sales and exchanges of 
property made for less than full and ade¬ 
quate consideration in money or money’s 
worth, giving, as of the date of the sale 
or exchange, both the fair market value 
of the property sold or exchanged and 
the fair market value of the considera¬ 
tion received by the donor. If a donor 
contends that his retained power over 
property renders the gift incomplete (see 
§ 25.2511-2) and hence not subject to tax 
as of the calendar quarter or calendar 
year of the initial transfer, the transac¬ 
tion should be disclosed in the return 
for the calendar quarter or calendar year 
of the initial transfer and evidence show¬ 
ing all relevant facts, including a copy 
of the instrument of transfer, shall be 
submitted with the return. The instruc¬ 
tions printed on the return should be 
carefully followed. A certified or verified 
copy of each document required by the 
instructions printed on the return form 
shall be filed with the return. Any addi¬ 
tional documents the donor may desire to 
submit may be submitted with the return. 

(b) Disclosure of transfers coming 
within provisions of section 2516. Section 
2516 provides that certain transfers of 
property pursuant to written property 
settlements between husband and wife 
are deemed to be transfers for full and 
adequate consideration in money or 
money’s worth if divorce occurs within 
2 years. In any case where a husband 
and wife enter into a written agreement 
of the type contemplated by section 2516. 
and the final decree of divorce is not 
granted on or before the due date for the 
filing of a gift tax return for the calen¬ 
dar quarter (with respect to gifts made 
after December 31, 1970) or calendar 
year (with respect to gifts made before 
January 1,1971) in which the agreement 
became effective (see § 25.6075-1), the 
transfer shall be disclosed by the trans¬ 
feror upon a gift tax return filed for the 
calendar quarter or calendar year in 
which the agreement became effective 
and a copy of the agreement shall be at¬ 
tached to the return. In addition, a cer¬ 
tified copy of the final divorce decree 
shall be furnished the internal revenue 
officer with whom the return was filed 
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not later than 60 days after the divorce 
is granted. Pending receipt of evidence 
that the final decree of divorce has been 
granted (but in no event for a period of 
more than 2 years from the effective date 
of the agreement). the transfer will ten¬ 
tatively be treated as made for a full 
and adequate consideration in money or 
money’s worth. 

Par. 80. Section 25.6019-4 is amended 
to read as follow's: 

§ 25.6019-4 Description of properly 
listed on return. 

The properties comprising the gifts 
made during the calendar quarter (with 
respect to gifts made after December 31. 
1970) or calendar year (with respect to 
gifts made before January 1, 1971) shall 
be listed on the return and shall be de¬ 
scribed in such a manner that they may 
be readily identified. Thus, there should 
be given for each parcel of real estate a 
legal description, its area, a short state¬ 
ment of the character of any improve¬ 
ments, and, if located in a city, the name 
of the street and number. Description 
of bonds shall include the number trans¬ 
ferred, principal amount, name of obli¬ 
gor, date of maturity, rate of interest, 
date or dates on which interest is pay¬ 
able. series number where there is more 
than one issue, and the principal ex¬ 
change upon which listed, or the prin¬ 
cipal business office of the obligor, if 
unlisted. Description of stocks shall in¬ 
clude number of shares, whether com¬ 
mon or preferred, and, if preferred, w’hat 
issue thereof, par value, quotation at 
which returned, exact name of corpora¬ 
tion, and, if the stock is unlisted, the lo¬ 
cation of the principal business office, the 
State in which incorporated and the date 
of incorporation, or if the stock is listed, 
the principal exchange upon which sold. 
Description of notes shall include name 
of maker, date on which given, date of 
maturity, amount of principal, amount 
of principal unpaid, rate of interest and 
whether simple or compound, and date 
to which interest has been paid. If the 
gift of property includes accrued income 
thereon to the date of the gift, the 
amount of such accrued income shall 
be separately set forth. Description of 
the seller’s interest in land contracts 
transferred shall include name of buyer, 
date of contract, description of prop¬ 
erty, sale price, initial payment, amounts 
of installment payments, unpaid bal¬ 
ance of principal, interest rate, and date 
prior to gift to which interest has been 
paid. Description of life insurance policies 
shall show the name of the insurer and 
the number of the policy. In describing 
an annuity, the name and address of the 
issuing company shall be given, or, if 
payable out of a trust or other fund, 
such a description as w r ill fully identify 
the trust or fund. If the annuity is pay¬ 
able for a term of years, the duration 
of the term and the date on which it 
began shall be given, and if payable 
for the life of any person, the date of 
birth of that person shall be stated. 
Judgments shall be described by giv¬ 
ing the title of the cause and the name 


of the court in which rendered, date 
of judgment, name and address of 
judgment debtor, amount of judgment 
rate of interest to which subject, and In¬ 
stating whether any payments have been 
made thereon, and, if so, W'hen and in 
what amounts. 

Par. 81. Section 25.6075 is amended to 
read as follows: 

§ 25.6075 Statutory provisions : time for 
filing gift tax returns. 

Sec. 6076. Time for filing estate and gift 
tax returns . 


<b) Gift tax returns. Returns made under 
section 6019 (relating to gift taxes) shall be 
filed on or before the 15th day of the second 
month following the close of the calendar 
quarter. 

{Sec. 6075 as amended by sec. 102(d)(4), 
Excise, Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1842) \ 

Par. 82. Section 25.6075-1 is amended 
to read as follows: 

§ 25.6075—1 Returns; time for filing 
gift tax returns. 

The gift tax return required by section 
6019 must be filed on or before the due 
date. The due date is the date on or 
before which the return is required to be 
filed in accordance with the provisions 
of section 6075(b) or the last day of the 
period covered by an extension of time 
granted, as provided in § 25.6081-1. With 
respect to gifts made after December 31, 
1970, unless an extension of time has 
been granted, the due date is the 15th 
day of the second month following the 
close of the calendar quarter in which 
the gift was made. For example, the gift 
tax return and payment of the tax for 
a gift made on February 1, 1972, will be 
due on or before May 15. 1972. If the 
same taxpayer also makes a taxable gift 
on September 10, 1972, he must file a 
gift tax return and pay the tax attribut¬ 
able to that gift by November 15. 1972. 
With respect to gifts made before Jan¬ 
uary 1, 1971, unless an extension of time 
has been granted, the due date is the 
15th day of April following the close of 
the calendar year in which the gift was 
made. For example, if an individual 
makes taxable gifts in January and April 
of 1970. he must file his gift tax return 
and pay the gift tax no later than 
April 15, 1971. When the due date falls 
on Saturday, Sunday, or a legal holiday, 
the due date for filing the return is the 
next succeeding day which is not Satur¬ 
day, Sunday, or a legal holiday. For defi¬ 
nition of a legal holiday, sec section 7503 
and § 301.7503-1 of this chapter (Regu¬ 
lations on Procedure and Administra¬ 
tion) . As to additions to the tax for fail¬ 
ure to file the return within the precribed 
time, see section 6651 and § 301.6651-1 of 
this chapter (Regulations on Procedure 
and Administration). 

Par. 83. Section 25.6091-1 Is amended 
by revising paragraph (a) and by addins 
a new paragraph (c) immediately after 
paragraph (b). These revised and added 
provisions read as follows: 
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§ 25.6091-1 Place for filing returns anti 
other documents. 

(a) In general. If the donor is a resi¬ 
dent of the United States, the gift tax 
return required by section 6019 shall be 
filed with the district director for the 
district in which the legal residence or 
principal place of business of the donor 
is located. If the donor is a nonresident 
(whether or not a citizen). and his prin¬ 
cipal place of business is located in an 
internal revenue district, the gift tax re¬ 
turn shall be filed with the district direc¬ 
tor for the internal revenue district in 
which the donor’s principal place of busi¬ 
ness is located. 

. • • • * 

(c) Returns of certain nonresidents . 
If the donor is a nonresident (whether 
or not a citizen), and he does not have 
a principal place of business which is 
located in an internal revenue district, 
the gift tax return required by section 
6019. whether or not such return is made 
by hand carrying, shall be filed with the 
Director of International Operations, In¬ 
ternal Revenue Service, Washington, 
DC. 20225. or in accordance with the 
instructions applicable to such return. 

Par. 84. Section 25.6161 is amended to 

read as follows: 

§ 25.6161 Statutory provisions; exten¬ 
sion of time for paying tax. 

Sec. 6161. Extension of time for paying 
tax— (a) Amount determined by taxpayer on 
return— (1) General rule. The Secretary or 
his delegate, except as otherwise provided in 
this title, may extend the time for payment 
of the amount of the tax shown, or required 
to bo shown, on any return or declaration 
required under authority of this title (or any 
Installment thereof), for a reasonable period 
not to exceed 6 months (• • *) from the 
date fixed for payment thereof. Such exten¬ 
sion may exceed 6 months in the case of a 
taxpayer who is abroad. 

* • * • * 

(b) Amount determined as deficiency. 
Under regulations prescribed by the Secre¬ 
tary or his delegate, the Secretary or his dele¬ 
gate may extend, to the extent provided 
below, the time for payment of the amount 
determined as a deficiency: 

(1) In the case of a tax imposed by chap¬ 
ter 1. 12. or 42, for a period not to exceed 18 
months from the date fixed for payment of 
the deficiency, and, in exceptional cases, for 
a further period not to exceed 12 months; 


An extension under tills subsection may be 
granted only where it is shown to the satis¬ 
faction of the Secretary or his delegate that 
the payment of a deficiency upon the date 
fixed for the payment thereof will result 
In undue hardship to the taxpayer in the 
case of a tax imposed by chapter 1 or 42, to 
the estate in the case of a tax Imposed by 
chapter 11, or to the donor in the case of 
a tax imposed by chapter 12. No extension 
shall be granted if the deficiency is due to 
negligence, to Intentional disregard of rules 
and regulations, or to fraud with intent to 
evade tax. 


ISec. 6161 as amended by sec. 101 (J). Tax 
Reform Act 1969 (83 Stat. 630); sec. 101(h), 
J*cj8e, Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1838) \ 


Par. 85. Section 25.6324 is amended to 
read as follows: 

§ 25.6324 Statutory provisions; special 
lien* for estate and gift taxes. 

Sec. 6324. Special liens for estate and gift 
taxes —• • • 

(b) Lien for gift tax. Except as otherwise 
provided in subsection (c), unless the gift 
tax imposed by Chapter 12 is sooner paid in 
full or becomes unenforceable by reason of 
lapse of time, such tax shall be a lien upon 
all gifts made during the period for which 
the return was filed, for 10 years from the 
date the gifts are made. If the tax Is not paid 
when due, the donee of any gift shall be 
personally liable for such tax to the extent 
of the value of such gift. Any part of the 
property comprised In the gift transferred by 
the donee (or by a transferee of the donee) 
to a purchaser or holder of a security Inter¬ 
est shall be divested of the Hen imposed by 
this subsection and such lien, to the extent 
of the value of such gift, shall attach to all 
the property (Including after-acquired prop¬ 
erty) of the donee (or the transferee) ex¬ 
cept any part transferred to a purchaser or 
holder of a security Interest. 

(c) Exceptions. (1) The lien imposed by 
subsection (a) or (b) shall not be valid as 
against a mechanic's lienor and, subject to 
the conditions provided by section 6323(b) 
(relating to protection for certain Interests 
even though noticed filed), shall not be valid 
with respect to any lien or interest described 
in section 6323(b). 

(2) If a lien imposed by subsection (a) or 
(b) Is not valid as against a lien or security 
Interest, the priority of such lien or security 
interest shall extend to any Item described 
in section 6323(e) (relating to priority of 
Interest and expenses) to the extent that, 
under local law, such item has the same 
priority as the lien or security interest to 
which it relates. 

[Sec. 6324 as amended by sec. 236 (b), (c), 
Rev. Act 1964 (78 Stat. 127, 128); sec. 102, 
Federal Tax Lten Act 1966 (80 Stat. 1132); 
sec. 102(d)(7), Excise. Estate, and Gift Tax 
Adjustment Act 1970 ( 84 Stat. 1842) J 

Par. 86. The following new sections are 
inserted immediately before § 25.7101: 

§25.6905 Statutory provisions; dis- 
rliargr of executor from personal li¬ 
ability for decedent's income and 
gift taxes. 

(a) Section 6905 as added by section 101 
(e) of the Excise, Estate, and Gift Tax Ad¬ 
justment Act of 1970: 

Sec. 6905. Discharge of executor from per¬ 
sonal liability for decedent’s income and gift 
taxes —(a) Discharge of liability. In the case 
of liability of a decedent for taxes imposed 
by Subtitle A or by Chapter 12, If the executor 
makes written application (filed after the 
return with respect to such taxes is made 
and filed In such manner and such form as 
may be prescribed by regulations of the Sec¬ 
retary or his delegate) for release from per¬ 
sonal liability for such taxes, the Secretary or 
his delegate may notify the executor of the 
amount of such taxes. The executor, upon 
payment of the amount of which he Is no¬ 
tified, or 1 year after receipt of the applica¬ 
tion if no notification is made by the Sec¬ 
retary or his delegate before such date, shall 
be discharged from personal liability for any 
deficiency in such tax thereafter found to be 
due and shall be entitled to a receipt or 
writing showing such discharge. 

(b) Definition of executor. For purposes of 
this section, the term “executor" means the 
executor or administrator of the decedent ap¬ 


pointed. qualified, and acting within the 
United States. 

(c) Cross-reference. For discharge of ex¬ 
ecutor from personal liability for taxes im¬ 
posed under Chapter 11. see section 2204. 

[Sec. 6905 as added by sec. 101(e), Excise. 
Estate, and Gift Tax Adjustment Act 1970 
(84 Stat. 1837) J 

(b) Section 101(f) of the Excise, Estate, 
and Gift Tax Adjustment Act of 1970: 

(f) Reduction of Period for Discharge of 
Executor from Personal Liability.—Effective 
with respect to the estates of decedents dying 
after December 31, 1973, sections 2204 and 
6905 are each amended by striking out “1 
year" and inserting In lieu thereof "9 
months." 

[Sec. 101(f), Excise. Estate, and Gift Tax 
Adjustment Act of 1970 (84 Stat. 1838) [ 

§ 25.6905—1 DiM-Iiarge of executor from 
personal liability for decedent's in¬ 
come and gift taxes. 

For regulations concerning the dis¬ 
charge of an executor from personal lia¬ 
bility for a decedent’s income and gift 
taxes, see § 301.6905-1 of this chapter 
(Regulations on Procedure and Adminis¬ 
tration) . 


PART 301—PROCEDURE AND 
ADMINISTRATION 

Par. 87. Section 301.6019 is amended 
to read as follows: 

§301.6019 Statutory provisions; gift 
tax returns. 

Sec. 6019. Gift tax returns —(a) In general. 
Any Individual who in any calendar quarter 
makes any transfers by gift (other than 
transfers w'hich under section 2503(b) are 
not to be Included In the total amount of 
gifts for such quarter and other than quali¬ 
fied charitable transfers) shall make a re¬ 
turn for such quarter with respect to the 
gift tax imposed by subtitle B. 

(b) Qualified charitable transfers —(1) Re¬ 
turn requirement. A return shall be made of 
any qualified charitable transfer— 

(A) For the first calendar quarter, in the 
calendar year In which the transfer is made, 
for which a return is required to be filed 
under subsection (a). or 

(B) If no return is required to be filed 
under subparagraph (A), for the fourth cal¬ 
endar quarter in the calendar year in which 
such transfer Is made. 

A return made pursuant to the provisions of 
this paragraph shall be deemed to be a return 
with respect to any transfer reported as a 
qualified charitable transfer for the calendar 
quarter in which such transfer was made. 

(2) Definition of qualified charitable trans¬ 
fer. For purposes of this section, the term 
“qualified charitable transfer" means a 
transfer by gift with respect to which a 
deduction Is allowable under section 2522 in 
an amount equal to the amount transferred. 

(C) Tenancy by the entirety. For provi¬ 
sions relating to requirement of return in 
the case of election as to the treatment of 
gift by creation of tenancy by the entirety, 
see section 2515(c). 

[Sec. 6019 as amended by sec. 102(d)(3), 
Excise, Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1841) J 

Par. 88. Section 301.6036-1 is amended 
by revising paragraph (b) to read as 
follows: 
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§ 301.6036—1 Notice required of ex¬ 
ecutor or of receiver or oilier like 
fiduciary. 

• • * • ♦ 

(b) Executors, administrators, and 
persons in possession of property of de¬ 
cedent. For provisions relating to the re¬ 
quirement of filing, by an executor, 
administrator, or person in posse.ssion of 
property of a decedent, of a preliminary 
notice in the case of the estate of a de¬ 
cedent dying before January 1. 1971, see 
§ 20.6036-1 of this chapter <Estate Tax 
Regulations). 

***** 

Par. 89. Section 301.6039 is amended 
by revising the heading, by renumbering 
section 6039 as section 6040, by deleting 
paragraph (6), and by revising para¬ 
graph (2) and the historical note to read 
as follows: 

§301.6010 Statutory provisions; cross 
references. 

Sec. 6040. Cross references.* * * 

(2) For application by fiduciary for deter¬ 
mination of tax and discharge from personal 
liability therefor, see section 2204. 

• * * * * 

|Sec. 6037 as renumbered by sec. 64(c), 
Technical Amendments Act 1958 (72 Stat. 
1656); sec. 6, Act of Sept. 14, 1960 (Public 
Law 86-780, 74 Stat. 1014); sec. 221(b), Rev. 
Act 1964 (78 8tat. 73); as amended by sec. 
305, Excise Tax Reduction Act 1965 (79 Stat. 
148); sec. 101(d)(2), Excise, Estate, and Gift 
Tax Adjustment Act 1970 (84 Stat. 1837) J 

Par. 90. Section 301.6075 is amended 
to read as follows: 

§ 301.6075 Statutory provisions; time 
for filing estate and gift lax returns. 

Sec. 6075. Time for filing estate and gift 
tax returns —(a) Estate tax returns. Returns 
made under section 6018(a) (relating to 
estate taxes) shall be filed within 9 months 
after the date of the decedent’s death. 

(b) Gift tax returns. Returns made under 
section 6019 (relating to gift taxes) shall be 
filed on or before the 15th day of the second 
month following the close of the calendar 
quarter. 

(Sec. 6075 as amended by secs. 101 (b), 102(d) 
(4), Excise, Estate, and Gift Tax Adjustment 
Act 1970 (84 Stat. 1836,1842) J 

Par. 91. Section 301.6091 is amended 
by revising section 6091(b) and by add¬ 
ing a historical note. These revised and 
added provisions read as follows: 

§ 301.6091 Statutory provisions; place 
for filing returns or other documents. 

Sec. 6091 Place for filing returns or other 
documents. * • • 

(b) Tax returns. In the case of returns of 
tax required under authority of part II of 
this subchapter— 

(1) Persons other than corporations —A 
General Rule. Except as provided in subpara¬ 
graph (B), a return (other than a corpora¬ 
tion return) shall be made to the Secretary 
or his delegate— 

(I) In the internal revenue district in 
which is located the legal residence or prin¬ 
cipal place of business of the person making 
the return, or 

(II) At a service center serving the Inter¬ 
nal revenue district referred to In clause (l), 
as the Secretary or his delegate may by reg¬ 
ulations designate. 


(B) Exception. Returns of— 

(1) Persons who have no legal residence or 
principal place of business in any internal 
revenue district, 

(ii) Citizens of the United States whose 
principal place of abode for the period with 
respect to which the return Is filed is outside 
the United States. 

(Ui) Persons who claim the benefits of 
section 911 (relating to earned income from 
sources without the United States), section 
931 (relating to income from sources within 
possessions of the United States), or section 
933 (relating to income from sources within 
Puerto Rico), and 

(iv) Nonresident alien persons, 

shall be made at such place as the Secretary 
or his delegate may by regulations designate. 

(2) Corporations —(A) General rule. Ex¬ 
cept as provided in subparagraph (B), a re¬ 
turn of a corporation shall be made to the 
Secretary or his delegate— 

(i) In the Internal revenue district In 
which is located the principal place of busi¬ 
ness or principal office or agency of the cor¬ 
poration, or 

(ii) At a service center serving the inter¬ 
nal revenue district referred to in clause (1), 

as the Secretary or his delegate may by reg¬ 
ulations designate. 

(B) Exception. Return of— 

(1) Corporations which have no principal 
place of business or principal office or agency 
In any Internal revenue district, 

(il) Corporations which claim the benefits 
of section 922 (relating to special deduction 
for Western Hemisphere trade corporation), 
section 931 (relating to income from sources 
within possessions of the United States), or 
section 941 (relating to the special deduc¬ 
tion for China Trade Act corporations). and 
(ill) Foreign corporations, 

shall be made at such place as the Secretary 
or his delegate may by regulations designate. 

(3) Estate tax returns —(A) General rule. 
Except as provided In subparagraph (B), re¬ 
turns of estate tax required under section 
6018 shall be made to the Secretary or his 
delegate— 

(1) In the Internal revenue district In 
which was the domicile of the decedent at 
the time of his death, or 

(li) At a service center serving the inter¬ 
nal revenue district referred to In clause (1), 
as the Secretary or his delegate may by regu¬ 
lations designate. 

(B) Exception. If the domicile of the de¬ 
cedent was not in an Internal revenue dis¬ 
trict, or If he had no domicile, the estate tax 
return required under section 6018 shall be 
made at such place as the Secretary or his 
delegate may by regulations designate. 

(4) Hand-carried returns. Notwithstand¬ 
ing paragraph (1). (2), or (3), a return to 
which paragraph (1)(A), (2) (A), or (3) (A) 
would apply, but for this paragraph, which 
is made to the Secretary or his delegate by 
hand-carrying shall, under regulations pre¬ 
scribed by the Secretary or his delegate, be 
made In the Internal revenue district re¬ 
ferred to in paragraph (1) (A) (i), (2) (A) (i), 
or (3) (A) (1), as the case may be. 

(5) Exceptional cases. Notwithstanding 
paragraph (1), (2), (3), or (4) of this sub¬ 
section, the Secretary or his delegate may 
permit a return to be filed In any internal 
revenue district, and may require the return 
of any officer or employee of the Treasury 
Department to be filed In any internal rev¬ 
enue district selected by the Secretary or 
his delegate. 

(Sec. 6091 as amended by sec. 1(a), Act of 
Nov. 2, 1966 (Public Law 89-713, 80 Stat. 
1107); sec. 101(1). Excise, Estate, and Gift 
Tax Adjustment Act 1970 (84 Stat. 1838) 1 


Par. 92. Section 301.6091-1 <b> is 
amended by revising paragraph «b > ■ i. 
to read as follows: 


§ 301.6091—1 Place for filing return* 
and other document*. 


***** 

(b) Exception for hand-carried docu¬ 
ments other than returns. Notwithstand¬ 
ing any other provisions of this 
chapter— 

(1) Persons other than corporations. 
If a document, other than a return, of a 
person (other than a corporation' is 
hand carried, and if the document is 
otherwise required to be filed with a 
service center, such document may be 
filed with the district director for the 
internal revenue district in which is 
located the legal residence or principal 
place of business of such person, or. in 
the case of an estate, the internal rev¬ 
enue district in which was the domicile 
of the decedent at the time of his death. 
A document may also be filed by hand 
carrying such document to the appro¬ 
priate service center, or, in the case of a 
document required to be filed (i) with the 
Office of International Operations, by 
hand carrying to such Office, or (iii with 
the office of the assistant regional com¬ 
missioner (alcohol and tobacco tax >, by 
hand carrying to such office. 


***** 

Par. 93. Section 301.6161 is amended 
by revising section 6161(a) (1), by revis¬ 
ing section 6161(b), and by revising the 
historical note. These revised provisions 
read as follows: 


§ 301.6161 Statutory provision*: extra, 
gion of time for paying tax. 

Sec. 6161. Extension of time for paying 
tax —(a) Amount determined by taxpayer on 
return —(1) General rule. The Secretary or 
hia delegate, except as otherwise provided in 
this title, may extend the time few payment 
of the amount of the tax shown, or required 
to be shown, on any return or declaration 
required under authority of this title (or any 
installment thereof), for a reasonable period 
not to exceed 6 months (12 months in Hie 
case of estate tax) from the date fixed for 
payment thereof. Such extension may exceed 
6 months in the case of a taxpayer who is 
abroad. 


• • 


• • 


(b) Amount determined as deficiency. 
Under regulations prescribed by the Secretary 
or his delegate, the Secretary or his delegate 
may extend, to the extent provided below, the 
time for payment of the amount determined 
as a deficiency: 

(1) In the case of a tax imposed by chapter 

I, 12, or 42, for a period not to exceed 18 
months from the date fixed for payment of 
the deficiency and, in exceptional cashes, few 
a further period not to exceed 12 months; 

(2) In the case of a tax imposed by chapter 

II, for a period not to exceed 4 years from 
the date otherwise fixed for payment of the 
deficiency. 


An extension under this subsection may be 
granted only where it Is shown to the sa* 15 " 
faction of the Secretary or his delegate that 
the payment of a deficiency upon the date 
fixed for the payment thereof will result m 
undue hardship to the taxpayer in the case £ 
a tax imposed by chapter 1 or 42. to • 
estate in the case of a tax Imposed by chap^ 
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ii or to the donor In the case of a tax Im- 
by chapter 12. No extension shall be 
Sauted 1f the deficiency is due to negligence, 
to intentional disregard of rules and regula¬ 
tions or to fraud with intent to evade tax. 


• • * 

(Sec 6161 as amended by sec. 206(c), Small 
Business Tax Revision Act 1958 (72 Stat. 
1684)* sec. 101 (J), Tax Reform Act 1969 (83 
Stat. 530); sec. 101(h), Excise, Estate, and 
Gift Tax Adjustment Act 1970 (84 Stat. 
1838) 1 

Par. 94. Section 301.6212 is amended 
by revising section 6212(a). by revising 
section 6212(b)(1), by revising section 
6212(c)(1). by revising section 6212(c) 
<2)(A>, and by revising the historical 
note. These revised provisions read as 
follows: 

§301.6212 Statutory provisions; notice 
of deficiency. 

Sire, 6212. Notice of deficiency —(a) In 
general. If the Secretary or his delegate de¬ 
termines that there Is a deficiency In respect 
of any tax Imposed by subtitle A or B or 
chapter 42, he is authorized to send notice 
of such deficiency to the taxpayer by certi¬ 
fied mall or registered mail. 

(b) Address for notice of deficiency —(1) 
Income and gift taxes and taxes imposed 
by chapter 42. In the absence of notice to 
the Secretary or his delegate under section 
6903 of the existence of a fiduciary relation¬ 
ship, notice of a deficiency in respect of a 
tax imposed by subtitle A, chapter 12, or 
chapter 42, If mailed to the taxpayer at his 
last known address, shall be sufficient for 
purposes of subtitle A, chapter 12, chapter 
42. and this chapter even if such taxpayer 
la deceased, or is under a legal disability, 
or. in the case of a corporation, has termi¬ 
nated its existence. 


• • • • » 

(c) Further deficiency letters restricted — 

(1) General rule. If the Secretary or his 
delegate has mailed to the taxpayer a no¬ 
tice of deficiency as provided in subsection 

(a), and the taxpayer files a petition with 
the tax court within the time prescribed 
In section 6213(a), the Secretary or his dele¬ 
gate shall have no right to determine any 
additional deficiency of Income tax for the 
same taxable year, of gift tax for the same 
calendar quarter, of estate tax in respect 
of the taxable estate of the same decedent, 
of section 4940 tax for the same taxable 
year, or of chapter 42 tax (other than under 
section 4940) with respect to any act (or 
failure to act) to which such petition re¬ 
lates, except in the case of fraud, and ex¬ 
cept as provided in section 6214(a) (relating 
to assertion of greater deficiencies before 
the tax court), in section 6213(b)(1) (re¬ 
lating to mathematical errors), or in sec¬ 
tion 6861(c) (relating to the making of 
Jeopardy assessments). 

(2) Cross references • • • 

(A) Deficiency attributable to change of 
election with respect to the standard deduc¬ 
tion where taxpayer and his spouse made 
separate returns, see section 144(b). 


JSec. 6212 as amended by secs. 76, 89 ( 
Technical Amendments Act 1958 (72 8 
1661, 1665); sec. 112(d), Rev. Act 1964 
Stat 24 ); secs. 101 (f), (j). Tax Refc 
Act i960 (83 Stat. 624, 526); sec. 102(d) ( 

and Gift Tax Adjustment 
1970 (84 Stat. 1842)) 


Par. 95. Section 301.6212-1 Is amended 
Rising paragraph (c) to read as 


§ 301.6212-1 Notice of deficiency. 
***** 

(c) Further deficiency letters re¬ 
stricted. If the district director (or as¬ 
sistant regional commissioner, appel¬ 
late) mails to the taxpayer notice of a 
deficiency, and the taxpayer files a pe¬ 
tition with the tax court within the pre¬ 
scribed period, no additional deficiency 
may be determined with respect to in¬ 
come tax for the same taxable year, gift 
tax for the same calendar quarter (cal¬ 
endar year with respect to gifts made 
before January 1, 1971), or estate tax 
with respect to the taxable estate of the 
same decedent. This restriction shall not 
apply in the case of fraud, assertion of 
greater deficiencies before the tax court 
as provided in section 6214(a), mathe¬ 
matical errors as provided in section 
6213(b)(1), or jeopardy assessments as 
provided in section 6861(c). 

Par. 96. Section 301.6214 is amended 
to read as follows: 

§ 301.6214 Statutory provisions; deter¬ 
minations by Tax Court. 

Sec. 6214. Determination by Tax Courts 
(a) Jurisdiction as to increase of deficiency , 
additional amounts, or additions to the tax. 
Except as provided by section 7463, the Tax 
Court shall have Jurisdiction to redetermine 
the correct amount of the deficiency even if 
the amount so redetermined is greater than 
the amount of the deficiency, notice of which 
has been mailed to the taxpayer, and to de¬ 
termine whether any additional amount, or 
addition to the tax should be assessed, if 
claim therefor is asserted by the Secretary or 
his delegate at or before the hearing or a 
rehearing. 

(b) Jurisdiction over other years and 
quarters. The Tax Court in redetermining a 
deficiency of income tax for any taxable year 
or of gift tax for any calendar year or calen¬ 
dar quarter shall consider such facts with 
relation to the taxes for other years or calen¬ 
dar quarters as may be necessary correctly 
to redetermine the amount of such deficiency, 
but in so doing shall have no jurisdiction to 
determine whether or not the tax for any 
other year or calendar quarter has been over¬ 
paid or underpaid. 

(c) Taxes imposed by section 507 or chap¬ 
ter 42. The Tax Court, in redetermining a 
deficiency of any tax imposed by section 507 
or chapter 42 for any period, act, or failure 
to act, shall consider such facts with relation 
to the taxes under chapter 42 for other pe¬ 
riods, acts, or failures to act as may be nec¬ 
essary correctly to redetermine the amount 
of such deficiency, but in so doing shall have 
no Jurisdiction to determine whether or not 
the taxes under chapter 42 for any other 
period, act, or failure to act have been over¬ 
paid or underpaid. 

(d) Final decisions of Tax Court. For pur¬ 
poses of this chapter, Chapter 42, and Sub¬ 
title A or B the date on which a decision of 
the Tax Court becomes final shall be deter¬ 
mined according to the provisions of section 
7481. 

[Sec. 6214 as amended by sec s. 101(J)(43), 
960(a), Tax Reform Act 1969 ( 83 Stat. 530, 
734); sec. 102(d) (6), Excise, Estate, and Gift 
Tax Adjustment Act 1970 (84 Stat. 1841) ] 

Par. 97. Section 301.6314 is amended 
by revising section 6314(c) (2) and by 
adding a historical note. These revised 
and added provisions read as follows: 


§ 301.6314 Statutory provisions; re¬ 
ceipt for taxes. 

Sec. 6314. Receipt for taxes. • • • 

(c) Cross-references. • • • 

(2) For receipt of discharge of fiduciary 
from personal liability, see section 2204. 

(Sec. 6314 as amended by sec. 101(d) (2), Ex¬ 
cise, Estate, and Gift Tax Adjustment Act 
1970 (84 Stat. 1837) 1 

Par. 98. Section 301.6324 is amended 
to read as follows: 

g 301.6321 Statutory provisions; special 
liens for estate and gift taxes. 

Sec. 6324. Special liens for estate and gift 
taxes —(a) Liens for estate tax. Except as 
otherwise provided in subsection (c) — 

(1) Upon gross estate. Unless the estate 
tax imposed by Chapter 11 Is sooner paid in 
full, or becomes unenforceable by reason 
of lapse of time, it shall be a lien upon the 
gross estate of the decedent for 10 years 
from the date of death, except that such 
part of the gross estate as is used for the 
payment of charges against the estate and 
expenses of its administration, allowed by 
any court having Jurisdiction thereof, shall 
be divested of such lien. 

(2) Liability of transferees and others. 
If the estate tax imposed by Chaper II Is not 
paid when due, then the spouse, transferee, 
trustee (except the trustee of an employees’ 
trust which meets the requirements of sec¬ 
tion 401(a)), surviving tenant, person In 
possession of the property by reason of the 
exercise, nonexercise, or release of a power 
of appointment, or beneficiary, who receives, 
or has on the date of the decedent's death, 
property Included In the gross estate under 
sections 2034 to 2042, Inclusive, to the ex¬ 
tent of the value, at the time of the dece¬ 
dent’s death, of such property, shall be per¬ 
sonally liable for such tax. Any part of such 
property transferred by (or transferred by 
a transferee of) such spouse, transferee, 
trustee, surviving tenant, person in posses¬ 
sion, or beneficiary, to a purchaser or holder 
of a security Interest shall be divested of 
the lien provided in paragraph (1) and a 
like lien shall then attach to all the property 
of such spouse, transferee, trustee, surviving 
tenant, person in possession, or beneficiary, 
or transferee of any such person, except any 
part transferred to a purchaser or a holder 
of a security Interest. 

(3) Continuance after discharge of fiduci¬ 
ary. The provisions of section 2204 (relating 
to discharge of fiduciary from personal lia¬ 
bility) shall not operate as a release of any 
part of the gross estate from the lien for 
any deficiency that may thereafter be deter¬ 
mined to be due, unless such part of the 
gross estate (or any interest therein) has 
been transferred to a purchaser or a holder 
of a security Interest, In which case such 
part (or such Interest) shall not be subject 
to a lien or to any claim or demand for any 
such deficiency, but the lien shall attach 
to the consideration received from such 
purchaser or holder of a security Interest, by 
the heirs, legatees, devisees, or distributees. 

(b) Lien for gift tax. Except as otherwise 
provided in subsection (c), unless the gift 
tax imposed by Chapter 12 Is sooner paid in 
full or becomes unenforceable by reason of 
lapse of time, such tax shall be a lien upon 
all gifts made during the period for which 
the return was filed, for 10 years from the 
date the gifts are made. If the tax Is not paid 
when due, the donee of any gif t shall be per¬ 
sonally liable for such tax to the extent of 
the value of such gift. Any part of the prop¬ 
erty comprised in the gift transferred by 
the donee (or by a transferee of the donee) 
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to a purchaser or holder of a security inter¬ 
est shall be divested of the lien imposed by 
this subsection, and such lien, to the extent 
of the value of such gift, shall attach to all 
the property (including after-acquired prop¬ 
erty) of the donee (or the transferee) except 
any part transferred to a purchaser or holder 
of a security interest. 

(c) Exceptions. (1) The lien imposed by 
subsection (a) or (b) shall not be valid as 
against a mechanic's lienor and, subject to 
the conditions provided by section 6323(b) 
(relating to protection for certain interests 
even though noticed filed), shall not be 
valid with respect to any lien or interest de¬ 
scribed in section 6323(b). 

(2) If a lien imposed by subsection (a) or 
(b) is not valid as against a lien or security 
interest, the priority of such lien or security 
Interest shall extend to any item described 
in section 6323(e) (relating to priority of in¬ 
terest and expenses) to the extent that, un¬ 
der local law, such item has the same priority 
as the lien or security interest to which it 
relates. 

[Sec. 6324 as amended by sec. 236 (b), (c). 
Rev. Act 1964 (78 Stat. 127, 128); sec. 102, 
Federal Tax Lien Act 1966 ( 80 Stat. 1132); 
secs. 101(d)(2), 102(d)(7), Excise, Estate, 
and Gift Tax Adjustment Act 1970 ( 84 Stat. 
1837, 1842)] 

Par. 99. Section 301.6324-1 is amended 
to read as follows: 

§ 301.6324—1 Special liens for e*!ate 
and grift taxes: personal liability of 
transferees and others. 

(a) Estate tax. (1) A lien for estate 
tax attaches at the date of the decedent's 
death to every part of the gross estate, 
whether or not the property comes into 
possession of the duly qualified executor 
or administrator. The lien attaches to 
the extent of the tax shown to be due 
by the return and of any deficiency in tax 
found to be due upon review and audit. 
If the estate tax is not paid when due, 
then the spouse, transferee, trustee (ex¬ 
cept the trustee of an employee’s trust 
which meets the requirements of section 
401 (a)), surviving tenant, person in pos¬ 
session of the property by reason of the 
exercise, nonexercise, or release of a 
power of appointment, or beneficiary, 
who receives, or has on the date of the 
decedent’s death, property included in 
the gross estate under sections 2034 to 
2042, inclusive, shall be personally liable 
for the tax to the extent of the value, at 
the time of the decedent’s death, of the 
property. 

(2) Unless the tax is paid in full or 
becomes unenforceable by reason of 
lapse of time, and except as otherwise 
provided in paragraph (c) of this sec¬ 
tion, the lien upon the entire property 
constituting the gross estate continues 
for a period of 10 years after the dece¬ 
dent’s death, except that the lien shall 
be divested with respect to— 

(1) The portion of the gross estate 
used for the payment of charges against 
the estate and expenses of its adminis¬ 
tration allowed by any court having 
jurisdiction thereof; 

<ii) Property included In the gross es¬ 
tate under sections 2034 to 2042, inclu¬ 
sive, which is transferred by (or trans¬ 
ferred by the transferee of) the spouse, 
transferee, trustee, surviving tenant, 
person in possession of the property by 


reason of the exercise, nonexercise, or 
release of a power of appointment, or 
beneficiary to a purchaser or holder of a 
security interest. In such case a like lien 
attaches to all the property of the 
spouse, transferee, trustee, surviving 
tenant, person in possession, beneficiary, 
or transferee of any such person, except 
the part which is transferred to a pur¬ 
chaser or a holder of a security Interest. 
See section 6323(h) (1) and (6) and the 
regulations thereunder, respectively, for 
the definitions of “security interest” and 
“purchaser”; 

Oil) The portion of the gross estate 
(or any interest therein) which has been 
transferred to a purchaser or holder of 
a security interest if payment is made 
of the full amount of tax determined by 
the district director pursuant to a re¬ 
quest of the fiduciary (executor, in the 
case of the estate of a decedent dying 
before January 1, 1971) for discharge 
from personal liability as authorized by 
section 2204 (relating to discharge of 
fiduciary from personal liability) but 
there is substituted a like lien upon the 
consideration received from the pur¬ 
chaser or holder of a security interest; 
and 

(iv) Property as to which the district 
director has issued a certificate releasing 
a lien under section 6325(a) and the reg¬ 
ulations thereunder. 

(b) Lien for gift tax. Except as pro¬ 
vided in paragraph (c) of this section, a 
lien attaches upon all gifts made during 
the period for which the return was filed 
(see § 25.6019-1 of this chapter) for the 
amount of tax imposed upon the gifts 
made during such period. The lien ex¬ 
tends for a period of 10 years from the 
time the gifts are made, unless the tax 
is sooner paid in full or becomes unen¬ 
forceable by reason of lapse of time. If 
the tax is not paid when due, the donee 
of any gift becomes personally liable for 
the tax to the extent of the value of his 
gift. Any part of the property comprised 
in the gift transferred by the donee (or 
by a transferee of the donee) to a pur¬ 
chaser or holder of a security interest is 
divested of the lien, but a like lien, to the 
extent of the value of the gift, attaches 
to all the property (including after- 
acquired property) of the donee (or the 
transferee) except any part transferred 
to a purchaser or holder of a security in¬ 
terest. See section 6323(h) (1) and (6) 
and the regulations thereunder, respec¬ 
tively, for the definitions of “security in¬ 
terest” and “purchaser.” 

(c) Exceptions. (1) A lien described in 
either paragraph (a) or paragraph (b) 
of this section is not valid against a 
mechanic’s lienor (as defined in section 
6323(h)(2) and the regulations there¬ 
under) and, subject to the conditions set 
forth under section 6323(b) (relating to 
protection for certain interests even 
though notice filed), is not valid with re¬ 
spect to any lien or interest described In 
section 6323(b) and the regulations 
thereunder. 

(2) If a lien described in either para¬ 
graph (a) or paragraph (b) of this sec¬ 
tion Is not valid against a lien or security 
interest (as defined in section 6323(h) 


(X) and the regulations thereunder) , the 
priority of the lien or security interest 
extends to any item described in section 
6323(e) (relating to priority of interest 
and expenses) to the extent that, under 
local law, the item has the same priority 
as the lien or security interest to which 
it relates. 

(d) Application of lien imposed by sec¬ 
tion 6321 . The general lien under section 
6321 and the special lien under subsec¬ 
tion (a) or (b) of section 6324 for the 
estate or gift tax are not exclusive of 
each other, but are cumulative. Each lien 
will arise when the conditions precedent 
to the creation of such lien are met and 
will continue in accordance with the pro¬ 
visions applicable to the particular lien. 
Thus, the special lien may exist without 
the general lien being In force, or the 
general lien may exist without the spe¬ 
cial lien being in force, or the general 
lien and the special lien may exist simul¬ 
taneously, depending upon the facts and 
pertinent statutory provisions applicable 
to the respective liens. 

Par. 100. Section 301.6501(e) Is 
amended by revising the heading, by re¬ 
vising the heading of section 6501(e), by 
revising section 6501(e) (2), by adding a 
new paragraph (3) immediately after 
paragraph (2), and by adding a historical 
note. These revised and added provisions 
read as follows: 

§ 301.6501(c) Statutory provisions; 
limitations on assessments and col¬ 
lection; substantial omission of 
items. 

Sec. 6501. Limitations on assessment and 
collection. • • • 

(e) Substantial omission of items. • • • 

(2) Estate and gift taxes. In the case of a 
return of estate tax under chapter 11 or a 
return of gift tax under chapter 12, if the 
taxpayer omits from the gross estate or from 
the total amount of the gifts made during 
the period for which the return was filed 
Items includible in such gross estate or such 
total gifts, as the case may be. as exceed In 
amount 25 percent of the gross estate stated 
in the return or the total amount of gifts 
stated In the return, the tax may be assessed, 
or a proceeding in court for the collection of 
such tax may be begun without assessment, 
at any time within 6 years after the return 
was filed. In determining the items omitted 
from the gross estate or the total gifts, there 
shall not be taken Into account any Item 
which Is omitted from the gross estate or from 
the total gifts stated In the return if such 
item Is disclosed In the return, or in a state¬ 
ment attached to the return, In a manner 
adequate to apprise the Secretary or his 
delegate of the nature and amount of such 
Item. 

(3) Excise taxes. In the case of a return 
of a tax imposed under a provision of Sub¬ 
title D. if the return omits an amount of 
such tax properly includible thereon which 
exceeds 25 percent of the amount of such 
tax reported thereon, the tax may be assessed, 
or a proceeding in court for the collection oi 
such tax may be begun without assessment, 
at any time within 6 years after the return w 
filed. In determining the amount or w 
omitted on a return, there shall not be take 
into account any amount of tax imposed dj 
Chapter 42 which is omitted from the return 
if the transaction giving rise to such tax » 
disclosed in the return, or in a statement at¬ 
tached to the return, in a manner adequate w 
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apprise the Secretary or his delegate of the 
existence and nature of such Item. 

(Sec. 6501(e) as amended by sec. 810(b), Ex¬ 
cise Tax Reduction Act 1965 (79 Stat. 169); 
sec. 101(g)(3), Tax Reform Act 1969 ( 83 Stat. 
525); sec. 102(d) (8), Excise, Estate, and Gift 
Tax Adjustment Act 1970 (84 Stat. 1842) J 

Par. 101. Section 301.6501 (e)-l is 
amended by revising paragraph (b) (1) to 
read as follows; 

§ 301.6501 (e)—1 Omission from rclum. 
* • * • • 

(b) Estate and gift taxes. (1) If the 
taxpayer omits from the gross estate as 
stated in the estate tax return, or from 
the total amount of the gifts made dur¬ 
ing the period for which the gift tax re¬ 
turn was filed (see § 25.6019-1 of this 
chapter) as stated in such return, an 
item or items properly includible therein 
the amount of which is in excess of 25 
percent of the gross estate as stated in 
the return, or 25 percent of the total 
amount of the gifts as stated in the re¬ 
turn, the tax may be assessed, or a 
proceeding in court for the collection 
thereof may be begun without assess¬ 
ment, at any time within 6 years after 
the return was filed. 

• • # • • 

Par. 102. Section 301.6504 is amended 
by deleting paragraph (8), by revising 
paragraph (3) and (9), and by revising 
the historical note to read as follows; 

§301.6504 Statutory provisions; cross- 
references. 

Sec. 6504. Cross-references. • • • 

(3) Change of election with respect to 
the standard deduction where taxpayer and 
his spouse make separate returns, see sec¬ 
tion 144(b). 


(9) Application by fldttciary for discharge 
from personal liability for estate tax, see sec¬ 
tion 2204. 


• • • • • 


(Sec. 6504 as amended by sec. 4(d), Act of 
April 2, 1956 (Public Law 466, 84th Cong., 70 
Stat. 91); sec. 208(e)(5), Highway Rev. Act 
1956 (70 Stat. 397); sec. 84(b), Technical 
Amendments Act 1958 (72 Stat. 1664); Bee. 
112(d), Rev. Act 1964 (78 Stat. 24); sec. 213 
(c), Tax Reform Act 1969 (83 Stat. 672); sec. 
1 01(d)(2), Excise, Estate, and Gift Tax Ad¬ 
justment Act 1970 (84 Stat. 1837) J 

Par. 103. Section 301.6512 is amended 
by revising so much of section 6512(a) 
as precedes paragraph (1) thereof, by 
revising section 6512(b)(1), and by re- 
rising the historical note. These revised 
provisions read as follows; 

§ 301.6312 Statutory provisions; limita¬ 
tions in case of petition to Tax 
Court. 


Sec. 6512. Limitations in case of petition 
PJ™ E 8 ect of Petition of Tax 

" the secretary or hie delegate has 
mailed to the taxpayer a notice of deficiency 
®? ctk)n 3212(a) (relating to defici- 
of b^ome, estate, gift, and Chapter 42 
with S \w and the t^payer files a petition 
^ t 1 h hn h l e Tax Court within the time pre- 
8ec tion 6213(a), no credit or refund 
vift tovT for the same taxable year, of 
dar ^ , the same calendar year or calen- 

taxabiA art t r \° f estat * tax ln respect of the 
esta *e of the same decedent, or of 


tax imposed by Chapter 42 with respect to 
any act (or failure to act) to which such peti¬ 
tion relates, in respect of which the Secretary 
or his delegate has determined the deficiency 
shaU be allowed or made and no suit by the 
taxpayer for the recovery of any part of the 
tax shall be instituted in any court except— 

• • • • • 

(b) Overpayment determined by Tax 
Court —(1) Jurisdiction to determine. Except 
as provided by paragraph (2) and by sec¬ 
tion 7463, If the Tax Court finds that there 
is no deficiency and further finds that the 
taxpayer has made an overpayment of in¬ 
come tax for the same taxable year, of gift 
tax for the same calendar year or calendar 
quarter, of estate tax in respect of the taxa¬ 
ble estate of the same decedent, or of tax 
Imposed by Chapter 42 with respect to any 
act (or failure to act) to which such petition 
relates, ln respect of which the Secretary or 
his delegate determined the deficiency, or 
finds that there is a deficiency but that the 
taxpayer has made an overpayment of such 
tax, the Tax Court shall have Jurisdiction to 
determine the amount of such overpayment, 
and such amount shall, when the decision of 
the Tax Court has become final, be credited 
or refunded to the taxpayer. 

• • • • • 

[Sec. 6512 as amended by sec. 4, Act of 
Oct. 23, 1962 (Public Law 87-870, 76 Stat. 
1161); secs. 101 (J), 960(b), Tax Reform Act 

1969 ( 83 Stat. 526, 734); sec. 102(d) (9), Ex¬ 
cise, Estate, and Gift Tax Adjustment Act 

1970 ( 84 Stat. 1842) ] 

Par. 104. Section 301.6512-1 is amended 
by revising paragraph (a) (1), and by re¬ 
vising so much of paragraph (b) as 
precedes subparagraph (1) thereof. 
These revised provisions read as follows; 

§ 301.6512—1 Limitations in case of pe¬ 
tition to Tax Court. 

(a) Effect of petition to Tax Court — 
(1) General rule. If a person, having a 
right to file a petition with the Tax Court 
with respect to a deficiency in income, 
estate, or gift tax imposed by subtitle A 
or B of the Code, has filed such petition 
within the time prescribed in section 
6213(a), no credit or refund of income 
tax for the same taxable year, or of gift 
tax for the same calendar year or calen¬ 
dar quarter, or of estate tax in respect of 
the taxable estate of the same decedent, 
in respect of which a district director (or 
an assistant regional commissioner, ap¬ 
pellate) has determined the deficiency, 
shall be allowed or made, and no suit in 
any court for the recovery of any part of 
such tax shall be instituted by the tax¬ 
payer, except as to items set forth in 
subparagraph (2) of this paragraph. 

* * • • • 

(b) Overpayment determined by Tax 
Court. If the Tax Court finds that there 
is no deficiency and further finds that 
the taxpayer has made an overpayment 
of income tax for the same taxable year, 
or of gift tax for the same calendar year 
or calendar quarter, or of estate tax in 
respect of the taxable estate of the same 
decedent, in respect of which a district 
director (or an assistant regional com¬ 
missioner, appellate) has determined the 
deficiency, or finds that there is a defi¬ 
ciency but that the taxpayer has made 
an overpayment of such tax. the over¬ 
payment determined by the Tax Court 
shall be credited or refunded to the tax¬ 


payer when the decision of the Tax Court 
has become final. (See section 7481, re¬ 
lating to the date when Tax Court deci¬ 
sion becomes final.) No such credit or 
refund shall be allowed or made of any 
portion of the tax unless the Tax Court 
determines as part of its decision that 
such portion was paid— 

• • • • m 

Par. 105. The following sections are in¬ 
serted immediately after § 301.6904. 

§ 301.6905 Statutory provisions; dis¬ 
charge of executor from personal li¬ 
ability for decedent*# income and gift 
taxes. 

(a) Section 6905 as added by section 101 
(e) of the Excise. Estate, and Gift Tax Ad¬ 
justment Act of 1970: 

Sec. 6905. Discharge of executor from per¬ 
sonal liability for decedenVs income and gift 
taxes —(a) Discharge of liability. In the case 
of liability of a decedent for taxes imposed by 
subtitle A or by chapter 12. if the executor 
makes written application (filed after the re¬ 
turn with respect to such taxes is made and 
filed in such manner and such form as may 
be prescribed by regulations of the Secretary 
or his delegate) for release from personal li¬ 
ability for such taxes, the Secretary or his 
delegate may notify the executor of the 
amount of such taxes. The executor, upon 
payment of the amount of which he is noti¬ 
fied, or 1 year after receipt of the application 
if no notification is made by the Secretary or 
his delegate before such date, shall be dis¬ 
charged from personal liability for any defi¬ 
ciency ln such tax thereafter found to be 
due and shall be entitled to a receipt or writ¬ 
ing showing such discharge. 

(b) Definition of executor. For purposes 
of this section, the term "executor means the 
executor or administrator of the decedent 
appointed, qualified, and acting within the 
United States. 

(c) Cross reference. For discharge of exec¬ 
utor from personal liability for taxes Imposed 
under chapter 11, see section 2204. 

(Sec. 6905 as added by sec. 101(e), Excise, 
Estate, and Gift Tax Adjustment Act 1970 
(84 Stat. 1837) 1 

(b) Section 101(f) of the Excise. Estate, 
and Gift Tax Adjustment Act of 1970: 

(f) Reduction of Period for Discharge of 
Executor from Personal Liability.—Effective 
with respect to the estates of decedents dying 
after December 31. 1973, sections 2204 and 
6905 are each amended by striking out "1 
year" and inserting ln lieu thereof "9 
months". 

[Sec. 101(f), Excise, Estate, and Gift Tax 
Adjustment Act 1970 ( 84 Stat. 1838)) 

§ 301.6905—1 Discharge of executor 
from personal liability for decedent’s 
income and gift taxes. 

(a) Discharge of liability. With re¬ 
spect to decedents dying after December 
31, 1970, the executor of a decedent's es¬ 
tate may make written application to the 
applicable internal revenue officer with 
whom the estate tax return Is required 
to be filed, as provided in § 20.6091-1 of 
this chapter, for a determination of the 
income or gift taxes imposed upon the 
decedent by subtitle A or by chapter 12 
of the Code, and for a discharge of per¬ 
sonal liability therefrom. If no estate tax 
return is required to be filed, then such 
application should be filed where the de¬ 
cedent’s final income tax return is re¬ 
quired to be filed. The application must 
be filed after the return with respect to 
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such income or gift taxes is filed. With¬ 
in 9 months (1 year with respect to the 
estate of a decedent dying before Janu¬ 
ary 1. 1974) after receipt of the applica¬ 
tion. the executor shall be notified of the 
amount of the income or gift tax and. 
upon payment thereof, he will be dis¬ 
charged from personal liability for any 
deficiency in income or gift tax there¬ 
after found to be due. If no such notifi¬ 
cation is received, the executor is dis¬ 
charged at the end of such 9-month (1 
year with respect to the estate of a de¬ 
cedent dying before January 1, 1974) 
period from personal liability for any de¬ 
ficiency thereafter found to be due. The 
discharge of the executor under this sec¬ 
tion from personal liability applies only 
to him in his personal capacity and to his 
personal assets. The discharge is not ap¬ 
plicable to his liability as executor to the 
extent of the assets of the estate in his 
possession or control. Further, the dis¬ 
charge does not operate as a release of 
any part of the property from the lien 
provided under section 6321 or the spe¬ 
cial lien provided under subsection (a) 
or (b) of section 6324. 

(b) Definition of “executor” For pur¬ 
poses of this section, the term “execu¬ 
tor” means the executor or administra¬ 
tor of the decedent appointed, qualified, 
and acting within the United States. 

(c) Cross reference. For provisions 
concerning the discharge of the executor 
from personal liability for estate taxes 
imposed by chapter 11 of the Code, see 
section 2204 and the regulations there¬ 
under. 

[FR Doc.72-14217 Filed 8-24-72;8:45 am] 


[ 26 CFR Part 20 1 
ESTATE TAX 

Treatment of Corporate-Owned Life 
Insurance Where the Decedent Is a 
Shareholder 

Notice is hereby given that the regula¬ 
tions set forth in tentative form are pro¬ 
posed to be prescribed by the Commis¬ 
sioner of Internal Revenue, with the ap¬ 
proval of the Secretary of the Treasury 
or his delegate. Prior to the final adop¬ 
tion of such regulations, consideration 
will be given to any comments or sug¬ 
gestions pertaining thereto which are 
submitted in writing (preferably six 
copies) to the Commissioner of Internal 
Revenue, Attention: CC:LR:T, Washing¬ 
ton. D.C. 20224, by September 25, 1972. 
Any written comments or suggestions not 
specifically designated as confidential in 
accordance with 26 CFR 601.601(b) may 
be inspected by any person upon written 
request. Any person submitting written 
comments or suggestions who desires an 
opportunity to comment orally at a pub¬ 
lic hearing on these proposed regula¬ 
tions should submit his request, in writ¬ 
ing, to the Commissioner by September 
25, 1972. In such case, a public hearing 
will be held, and notice of the time, place, 
and date will be published in a sub¬ 
sequent issue of the Federal Register 
unless the person or persons who have 
requested a hearing withdraw their re¬ 
quests for a hearing before notice of the 


hearing has been filed with the Office of 
the Federal Register. The proposed regu¬ 
lations are to be issued under the author¬ 
ity contained in section 7805 of the In¬ 
ternal Revenue Code of 1954 (68A Stat. 
917; 26 U.S.C. 7805). 

I sealI Johnnie M. Walters, 

Commissioner of Internal Revenue. 

In order to clarify the estate tax treat¬ 
ment of corporate-owned life insurance 
where the decedent was a shareholder, 
the Estate Tax Regulations (26 CFR 
Part 20) are amended as follows: 

Paragraph 1. Paragraph (f) of 
§ 20.2031-2 is amended to read as fol¬ 
lows: 

§ 20.2031-2 Valuation of slocks and 
bonds. 

• • * * • 

(f) Where selling prices or hid and 
asked prices are unavailable. If the pro¬ 
visions of paragraphs (b), (c), and (d) 
of this section are inapplicable because 
actual sale prices and bona fide bid and 
asked prices are lacking, then the fair 
market value is to be determined by tak¬ 
ing the following factors into considera¬ 
tion: 

(1) In the case of corporate or other 
bonds, the soundness of the security, the 
interest yield, the date of maturity, and 
other relevant factors; and 

(2) In the case of shares of stock, the 
company’s net worth, prospective earn¬ 
ing power and dividend-paying capacity, 
and other relevant factors. 

Some of the “other relevant factors” re¬ 
ferred to in subparagraphs (1) and (2) of 
this paragraph are: the good will of the 
business; the economic outlook in the 
particular industry; the company’s posi¬ 
tion in the industry and its manage¬ 
ment; the degree of control of the busi¬ 
ness represented by the block of stock to 
be valued; and the values of securities 
of corporations engaged in the same or 
similar lines of business which are listed 
on a stock exchange. However, the 
weight to be accorded such comparisons 
or any other evidentiary factors consid¬ 
ered in the determination of a value de¬ 
pends upon the facts of each case. In 
addition, consideration shall also be 
given to nonoperating assets, including 
life insurance policies owned by or pay¬ 
able to the company. Complete financial 
and other data upon which the valuation 
is based should be submitted with the 
return, including copies of reports of any 
examinations of the company made by 
accountants, engineers, or any technical 
experts as of or near the applicable valu¬ 
ation date. 

» • • • • 

Par. 2. Paragraph (c> (2) of § 20.2042-1 
is amended to read as follows: 

§ 20.2012-1 Proceeds of life insurance. 

* • ♦ • • 

(c> Receivable by other beneficiaries. 

• • • 

(2) For purposes of this paragraph, 
the term “incidents of ownership" is not 
limited in its meaning to ownership of 
the policy in the technical legal sense. 


Generally speaking, the term has refer¬ 
ence to the right of the insured or his 
estate to the economic benefits of the 
policy. Thus, it includes the power to 
change the beneficiary, to surrender or 
cancel the policy, to assign the policy, to 
revoke an assignment, to pledge the 
policy for a loan, or to obtain from the 
insurer a loan against the surrender 
value of the policy, etc. In the case of 
economic benefits of a life insurance 
policy on the decedent’s life that are 
reserved to a corporation of which the 
decedent is the sole or controlling stock¬ 
holder, the corporation’s incidents of 
ownership will not be attributed to the 
decedent through his stock ownership to 
the extent the proceeds of the policy are 
payable to the corporation. Any proceeds 
payable to a third party for a valid busi¬ 
ness purpose, such as in satisfaction of a 
business debt of the corporation, so that 
the net worth of the corporation is in¬ 
creased by the amount of such proceeds, 
shall be deemed to be payable to the cor¬ 
poration for purposes of the proceeding 
sentence. See § 20.2031-2(f) for a rule 
providing that the value of certain life 
insurance policies shall be considered in 
determining the value of the decedent’s 
stock. If any part of the proceeds of the 
policy are not payable to or for the bene¬ 
fit of the corporation, and thus are not 
taken into account in valuing the dece¬ 
dent’s stock holdings in the corporation 
for purposes of section 2031, any inci¬ 
dents of ownership held by the corpora¬ 
tion as to that part of the proceeds will 
be attributed to the decedent through his 
stock ownership where the decedent is the 
sole or controlling stockholder. For pur¬ 
poses of the preceding sentence, the de¬ 
cedent will not be deemed to be the con¬ 
trolling stockholder unless he is the 
majority stockholder of the corporation. 
Thus, for example, if the decedent has 
actual legal or equitable ownership of 
stock possessing more than 50 percent of 
the total combined voting pow r er of a cor¬ 
poration, and the corporation owns a life 
insurance policy on his life, the proceeds 
of which are payable to the decedent’s 
wife, the incidents of ownership held by 
the corporation will be attributed to the 
decedent through his stock ownership 
and the proceeds will be included in his 
gross estate under section 2042. If in this 
example the policy proceeds had been 
payable 50 percent to decedent’s wife, 
and 50 percent to the corporation, only 
50 percent of the proceeds would be in¬ 
cluded in decedent’s gross estate under 
section 2042. 

• * * • • 

[FR Doc.72-14215 FUed 8-24-72;8:45 am] 


[ 26 CFR Part 31 1 
EMPLOYMENT TAXES 

Withholding With Respect to Part- 
Year Employment; Notice of Hearing 

Proposed regulations under section 3402 
of the Internal Revenue Code of 1954, 
relating to withholding with respect to 
part-year employment, appear in the 
Federal Register for June 23, 1972 (37 
F.R.12394). 
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A public hearing on the provisions of 
the proposed regulations will be held on 
September 26, 1972, beginning at 10 a.m. 
in Room 3313, Internal Revenue Build¬ 
ing, 1111 Constitution Avenue NW., 
Washington, DC 20224. 

The rules of § 601.601(a) (3) of the 
statement of procedural rules (26 CFR 
Part 601) shall apply with respect to 
such public hearing. Copies of these rules 
may be obtained by a request directed 
to the Commissioner of Internal Reve¬ 
nue, Attention: CC:LR:T, Washington, 
D.C. 20224, or by telephoning (Washing¬ 
ton, D.C.) 202—964-3935. Under such 
5 601.601(a)(3), persons who have sub¬ 
mitted written comments or suggestions 
within the time prescribed in the notice 
of proposed rule making and who desire 
to present oral comments at such hear¬ 
ing should by September 15, 1972, sub¬ 
mit an outline of the topics and the time 
they wish to devote to each topic. Such 
outlines should be submitted to the Com¬ 
missioner of Internal Revenue, Atten¬ 
tion: CC:LR:T, Washington, D.C. 20224. 

Persons who desire a copy of such writ¬ 
ten comments or suggestions or outlines 
and who desire to be assured of their 
availability on or before the beginning of 
such hearing should notify the Commis¬ 
sioner, in writing, at the above address 
by September 19, 1972. In such case, un¬ 
less time and circumstances permit 
otherwise, the desired copies are deliver¬ 
able only at the above address. The 
charge for copies is twenty-five cents 
($0.25) per page, subject to a minimum 
charge of $1. 

Lee H. Henkel, Jr., 
Chief Counsel. 

IFR Doc.72-14558 Filed 8-24-72:8:54 amj 


DEPARTMENT OF THE INTERIOR 


Bureau of Land Management 

[43 CFR Parts 2400, 2410, 2420, 
2430, 2440, 2450, 2460, 2470 ] 

LAND CLASSIFICATION 


Implementation, Alaska Native 
Claims Settlement Act Deletion; 
Classification and Multiple Use Act 
Administrative Review Procedures 


The purpose of this proposed amend¬ 
ment of the regulations relating to land 
classification is to: (1) Delete certain 
provisions related to the Classification 
and Multiple Use Act of September 19, 
1964, as amended (43 U.S.C. 1421-1427) 
and the Public Land Sale Act of Septem¬ 
ber 19, 1968, as amended (43 U.S.C. 
1421-27). Those Acts expired on Decem¬ 
ber 23, 1970; (2) incorporate changes to 
mipiement the Alaska Native Claims 
settlement Act of December 18, 1971 (85 
otat. 688), and to recognize the National 
aivironmental Policy Act; and (3) revise 
me administrative review procedure per- 
taming to classification decisions to pro¬ 
vide for review of protests in a more 
finely manner. 

81106 toe Department’s 
* !cy on public participation in rule 


making (36 FH. 8336) interested parties 
may submit written comments, sugges¬ 
tions, or objections with respect to the 
proposed rules to the Director (210), 
Bureau of Land Management, Washing¬ 
ton, D.C. 20240 until September 25, 1972. 

Copies of comments, suggestions, or 
objections made pursuant to this notice 
will be available for public inspection in 
the Office of Information. Bureau of 
Land Management, Room 5843, Interior 
Building, Washington, D.C., during regu¬ 
lar business hours (7:45 a.m.-4:15 p.m.), 

Harrison Loesch, 
Assistant Secretary of the Interior . 

August 21, 1972. 

Group 2400 of Chapter II, Title 43 of 
the Code of Federal Regulations is 
amended as follows: 

Group 2400—Land Classification 
PART 2400—LAND CLASSIFICATION 

Subpart 2400—Land Classification; General 
Sec. 

2400.0-2 Objectives. 

2400.0-3 Authority. 

2400.0—4 Responsibility. 

2400.0-5 Definitions. 

Source: The provisions of this Part 2400 
appear at 35 FJEt. 9559, June 13, 1970, unless 
otherwise noted. 

Subpart 2400—Land Classification; 

General 

§ 2400.0—2 Objectives. 

The statutes cited in § 2400.0-3 au¬ 
thorize the Secretary of the Interior to 
classify or otherwise take appropriate 
steps looking to the disposition of public 
lands, subject to requirements of the 
applicable statutes. In addition to any 
requirements of law, it is the policy of 
the Secretary (a) to specify those cri¬ 
teria which will be considered in the ex¬ 
ercise of his authority and (b) to 
establish procedures which will permit 
the prompt and efficient exercise of his 
authority with, as far as is practicable, 
the knowledge and participation of the 
interested parties, including the general 
public. Nothing in these regulations Is 
meant to affect applicable State laws 
governing the appropriation and use of 
water, regulation of hunting and fishing, 
or exercise of any police pow r er of the 
State. 

§ 2400.0—3 Authority. 

(a) The Secretary of the Interior, or 
his delegate, is authorized by 43 U.S.C. 
1201 to enforce and carry into execu¬ 
tion, by appropriate regulations, every 
part of the provisions of the public land 
laws not otherwise specifically provided 
for. 

(b) All vacant public lands, except 
those in Alaska, have been, with certain 
exceptions, withdrawn from entry, selec¬ 
tion, and location under the nonmineral 
land laws by Executive Order 6910, of 
November 26, 1934, and Executive Order 
6964 of February 5, 1935, and amend¬ 
ments thereto, and by the establishment 
of grazing districts under section 1 of the 
Act of June 28, 1934 (48 Stat. 1269), as 


amended (43 U.S.C. 315). Section 7 of the 
Act of June 28,1934 (43 U.S.C. 315f), au¬ 
thorizes the Secretary of the Interior in 
his discretion to examine and classify 
and open to entry, selection, or location 
under applicable law any lands with¬ 
drawal or reserved by Executive Order 
6910 of November 26, 1934, or Executive 
Order 6964 of February 5. 1935, and 
amendments thereto, or within a grazing 
district established under that act which 
he finds are more valuable or suitable for 
the production of agricultural crops than 
for the production of native grasses and 
forage plants, or more valuable or suit¬ 
able for any other use than for the use 
provided for under said act, or proper 
for acquisition in satisfaction of any out¬ 
standing lieu, exchange, or scrip rights 
or land grant. Classification mider sec¬ 
tion 7 is a prerequisite to the approval of 
all entries, selections, or locations under 
the following subparts of this chapter, 
except as they apply to Alaska and with 
certain other exceptions: Original. Ad¬ 
ditional, Second, and Adjoining Farm 
Homesteads—Subparts 2511, 2512, and 
2513; Enlarged Homestead—Subpart 
2514; Indian Allotments—Part 2530; 
Desert Land Entries—Part 2520; Rec¬ 
reation and Public Purposes Act—Part 
2740 and Subpart 2912; State Grants for 
Educational, Institutional, and Park 
Purposes—Part 2620; Scrip Selections— 
Part 2610, and Exchanges for the Con¬ 
solidation or Extension of National For¬ 
ests, Indian Reservations or Indian 
Holdings—Group 2200. 

(c) Section 8(b) of the Act of June 
28, 1934 (48 Stat. 1272), as amended (43 
U.S.C. 315g), authorizes the Secretary of 
the Interior, when public interests will be 
benefited thereby, to accept on behalf of 
the United States title to any privately 
owned lands within or without the 
boundaries of a grazing district estab¬ 
lished under that act and in exchange 
therefor to issue patent for not to exceed 
an equal value of surveyed grazing dis¬ 
trict land or of unreserved surveyed pub¬ 
lic land in the same State or within a 
distance of not more than 50 miles within 
the adjoining State nearest the base 
lands. The regulations governing such 
exchanges are contained in Group 2200 of 
this chapter. 

(d) Section 2455 of the revised stat¬ 
utes, as amended (43 U.S.C. 1171), au¬ 
thorizes the Secretary of the Interior in 
his discretion to order into market and 
sell at public auction isolated or discon¬ 
nected tracts of public land not exceed¬ 
ing 1,520 acres, and tracts not exceeding 
760 acres the greater part of which are 
mountainous or too rough for cultivation. 
The regulations governing such sales are 
contained in Part 2710 of this chapter. 

(e) Section 3 of the Act of August 28. 
1937 (50 Stat. 875, 43 U.S.C. 1181c), au¬ 
thorizes the Secretary' of the Interior to 
classify, either on application or other¬ 
wise, and restore to homestead entry, or 
purchase under the provisions of section 
2455 of the revised statutes, as amended, 
any of the revested Oregon and Cali¬ 
fornia Railroad or reconveyed Coos Bay 
Wagon Road grant land which, in his 
judgment, is more suitable for agricul- 
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tural use than for afforestation, reforest¬ 
ation, stream-flow protection, recrea¬ 
tion. or other public purposes. The regu¬ 
lations governing disposal under this act 
are contained in Part 2710 and Subparts 
2511-2513 of this chapter. 

<f) The Small Tract Act of June 1, 
1938 <52 Stat. 609). as amended <43 
U.S.C. 682a-e), authorizes the Secretary 
of the Interior, in his discretion, to lease 
or sell certain classes of public lands 
which he classifies as chiefly valuable for 
residence, recreation, business, or com¬ 
munity site purposes. The regulations 
governing leases and sales under this 
act are contained in Part 2730 and Sub¬ 
part 2913 of this chapter. 

ig> The Recreation and Public Pur¬ 
poses Act of June 14, 1926 <44 Stat. 741), 
as amended <43 U.S.C. 869-869-4), re¬ 
quires the Secretary of the Interior, in 
the exercise of his discretion to make a 
determination that land is to be used 
for an established or definitely proposed 
project, and in the case of Alaska au¬ 
thorizes him to classify certain classes 
of public lands for lease or sale for recre¬ 
ation or other public purposes. The regu¬ 
lations governing lease and sale of land 
under this act are contained in Part 
2740 and Subpart 2912 of this chapter. 

<h) The Act of July 31. 1939 (53 Stat. 
1144), authorizes and empowers the Sec¬ 
retary of the Interior, hi the adminis¬ 
tration of the Act of August 28. 1937 
<supra), in his discretion, to exchange 
any land formerly granted to the Ore¬ 
gon and California Railroad Co., title 
to which was revested in the United 
States pursuant to the provisions of the 
Act of June 9, 1916 (39 Stat. 218). and 
any land granted to the State of Oregon, 
title to which was reconveyed to the 
United States by the Southern Oregon 
Co. pursuant to the provisions of the Act 
of February 26, 1919 <40 Stat. 1179), for 
lands of approximately equal aggregate 
value held in private. State, or county 
ownership, either within or contiguous 
to the former limits of such grants, when 
by such action the Secretary of the 
Interior will be enabled to consolidate 
advantageously the holdings of lands 
of the United States. The regulations 
governing exchanges under this act are 
contained in Part 2260 of this chapter. 

(i) The Alaska Public Sales Act of 
August 30, 1949 (63 Stat. 679), as 
amended (43 U.S.C. 687b), authorizes 
the Secretary of the Interior in his dis¬ 
cretion to classify certain classes of pub¬ 
lic lands in Alaska for public sale for 
industrial or commercial purposes. The 
regulations governing sales of land 
under this act are contained in Part 2770 
of this chapter. 

Cj) Section 17(d)(1) of the Alaska 
Native Claims Settlement Act of Decem¬ 
ber 18, 1971 (85 Stat. 708, 709), withdrew 
all unreserved public lands in Alaska for 
a period of 90 days from all forms of 
appropriation under the public land laws 
including the mining and mineral leasing 
laws. It authorized the Secretary of the 
Interior to withdraw for additional pe¬ 
riods of time any such lands to insure 
that the public interest therein is prop¬ 
erly protected. It also authorized him 


to classify or reclassify any lands which 
he so withdrew and to open them to 
appropriation under the public land laws 
in accord with his classification. Classifi¬ 
cation under section 17(d)(1) is a pre¬ 
requisite to approval of all appropria¬ 
tions of public lands withdrawn under 
the authority of this chapter, insofar as 
they relate to Alaska: Exchanges, Group 
2200; Dispositions, Groups 2500, 2600, 
and 2700; Uses, Groups 2800 and 2900; 
Subchapter C, Minerals Management: 
and Part 4130, Alaska Grazing Adminis¬ 
tration. 

§2400.0—1 Uoponsilnlity. 

(a) Except where specified to the con¬ 
trary in this group, the authority of the 
Secretary of the Interior to classify lands 
and make other determinations in ac¬ 
cordance with the regulations of this 
part has been delegated to persons au¬ 
thorized to act in his name; to the Di¬ 
rector, Bureau of Land Management and 
persons authorized to act in his name; 
to State Directors of the Bureau of Land 
Management and to any person author¬ 
ized to act in the name of a State 
Director. 

(b) Classifications and other deter¬ 
minations in accordance with the regu¬ 
lations of this group may be made by 
the authorized officer whether or not 
applications or petitions have been filed 
for the lands. 

§2100.0-5 Definitions. 

As used in the regulations of this 
group— 

(a) “Residential” refers to single or 
multi family dwellings or combinations 
thereof, and related community facili¬ 
ties. both seasonal and year-round. 

<b> “Commercial” refers to the sale, 
exchange, or distribution of goods and 
services. 

<c) “Industrial” refers to the manu¬ 
facture, processing, and testing of goods 
and materials, including the production 
of power. It does not refer to the grow¬ 
ing of agricultural crops, or the raising 
of livestock, or the extraction of sever¬ 
ance of raw materials from the land 
being classified, but it does include ac¬ 
tivities incidental thereto. 

(d) “Agricultural” refers to the grow¬ 
ing of cultivated crops. 

(e) “Community” refers to a village, 
town or city, or similar subdivision of a 
State, \diether or not incorporated. 

(f) “Domestic livestock” refers to cat¬ 
tle. homes, sheep, goats, and other graz¬ 
ing animals owned by livestock opera¬ 
tors, provided such operators meet the 
qualification set forth in §§ 4111.1-1, 

4121.1- 1, or §§4131.1-3 and 4132.1-2 of 
this chapter. This definition includes 
animals raised for commercial purposes 
and also “domestic livestock” within 
the meaning of §§ 4111.3—1(d) (1) and 

4131.2- 6 of this chapter. 

(g) “Fish and wildlife” refers to game, 
fish, and other wild animals native or 
adaptable to the public lands and waters. 

(h) “Mineral” refers to any substance 
that (1) is recognized as mineral, accord¬ 
ing to its chemical composition, by the 
standard authorities on the subject, or 


(2) is classified as mineral product in 
trade or commerce, or (3) possesses eco¬ 
nomic value for use in trade, manufac¬ 
ture, the sciences, or in the mechanical 
or ornamental arts. 

(i) “Occupancy” refers to use of lands 
as a site for any type of useful structure 
whatsoever. 

< j) “Outdoor recreation” includes, but 
is not limited to, hunting, fishing, trap¬ 
ping, photography, horseback riding, 
picnicking, hiking, camping, swimming, 
boating, rock and mineral collecting, 
sightseeing, mountain climbing, and 
skiing. 

(k) “Timber production” refers to the 
growth of trees in forests and woodlands. 

(l) “Watershed protection” refers to 
maintenance of the stability of soil and 
soil cover and the control of the natural 
flow of water. 

<m) “Wilderness” refers to areas in a 
native condition or reverted to a native 
condition, substantially free of man¬ 
made structures and human habitation. 

(n) “Public value” refers to an asset 
held by, or a service performed for, or a 
benefit accruing to the people at large, 
such as those listed under § 2420.2. 

(o) “Multiple use” means the manage¬ 
ment of the various surface and subsur¬ 
face resources so that they are utilized 
in the combination that will best meet 
the present and future needs of the 
American people; the most judicious use 
of the land for some or all of these re¬ 
source or related services over areas large 
enough to provide sufficient latitude for 
periodic adjustments in use to conform 
to changing needs and conditions; the 
use of some land for less than all of the 
resources; and harmonious and coordi¬ 
nated management of the various re¬ 
sources, each with the other, without 
impairment of the productivity of the 
land, with consideration being given to 
the relative values of the various re¬ 
sources, and not necessarily the combi¬ 
nation of uses that will give the greatest 
dollar return or the greatest unit output. 

(p) “Sustained yield of the several 
products and services” means the 
achievement and maintenance of a high- 
level annual or regular periodic output 
of the various renewable resources of 
land without impairment of the produc¬ 
tivity of the land. 


PART 2410—CRITERIA FOR ALL LAND 
CLASSIFICATIONS 

Subpart 2410—Genera! Criteria 

Sec. 

2410.1 All classifications. 

2410.2 Relative value, disposal or retention. 
Soubce: The provisions of this Part 2410 

appear at 35 FJl. 9560, June 13, 1970, unless 
otherwise noted. 

Subpart 2410—General Criteria 

§ 2410.1 All classifications. 

All classifications under the regula¬ 
tions of this part will give due consid¬ 
eration to the general policy contained 
In Subpart 1725 of this chapter, prioi- 
Ities of use, and the relative values or 
the various resources in particular areas. 
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They mast be consistent with all the 
following criteria: 

(a) The lands must be physically suit¬ 
able or adaptable to the uses or purposes 
for which they are classified. In addi¬ 
tion. they must have such physical and 
other characteristics as the law may 
require them to have to qualify for a 
particular classification. 

(b) All present and potential uses and 
users of the lands will be taken into 
consideration. All other things being 
equal, classifications will attempt to 
achieve maximum future uses and mini¬ 
mum disturbance to or dislocation of 
existing users consistent with mainten¬ 
ance of the quality of the environment. 

(c) All classifications must be consist¬ 
ent with State and local government 
programs, plans, zoning, and regulations 
applicable to the area in which the lands 
to be classified are located, to the extent 
such State and local programs, plans, 
zoning, and regulations are not inconsist¬ 
ent with Federal programs, policies, and 
uses, and will not lead to inequities 
among private individuals. 

<d) All classifications must be consist¬ 
ent with Federal programs and policies, 
to the extent that those programs and 
policies affect the use or disposal of the 
public lands. 

(e) All classifications must be consist¬ 
ent with Bureau of Land Management 
land use plans, where they exist. 

§ 2110.2 Relative value, disposal or re¬ 
tention. 

When, under the criteria of this part, 
a tract of land has potential for either 
continued multiple-use management or 
for some form of disposal, or for more 
than one form of disposal, the relative 
scarcity of the values involved, the avail¬ 
ability of alternative means and sites 
for realization of those values and im¬ 
pacts on the quality of the environment 
will be considered. Long-term public 
benefits will be weighed against more 
Immediate or local benefits. The tract 
will then be classified in a manner which 
will best promote the public interests. 


PART 2420— CRITERIA FOR CON¬ 
TINUATION OF MULTIPLE-USE 
MANAGEMENT 

Subpart 2420 —General Criteria 

Sec. 

2420.1 Use of criteria. 

2420.2 Criteria. 

Subpart 2420 —General Criteria 

§ 2120.1 Use of criteria. 

In addition to the general criteria in 
Subpart 2410, the following criteria will 
be used to determine whether public 
lands are not to be classified for disposal 
on the basis that they are to be re¬ 
tained for multiple-use management and 
managed for their values including: Do¬ 
mestic livestock grazing, fish and wild- 
{?* development and utilization, 
maustrial development, mineral produc- 
lon, occupancy, outdoor recreation, tim- 
?F, producti °n, watershed protection, 
aerness preservation, or preservation 


of public values, including environ¬ 
mental qualities that may be lost if the 
land passed from Federal ownership. 

§ 2 120.2 Criteria. 

Lands will not be classified for disposal 
if they are not suitable for disposal under 
the criteria set forth in Part 2430 of this 
chapter or are more appropriate for con¬ 
tinued Federal managment for their pub¬ 
lic values. In evaluating the public 
values, consideration shall be given to 
the following: 

(a) Effective and economical admin¬ 
istration of the public lands in further¬ 
ance of the several objectives of such 
administration as expressed in the vari¬ 
ous public land laws. 

(b) Furtherance of the objectives of 
Federal natural resource legislation di¬ 
rected, among other things toward: 

(1) Stabilization and development of 
the livestock industry dependent upon 
Federal lands, such as sections 1 and 15 
of the Taylor Grazing Act (43 U.S.C. 315 
and 315m), and the Alaska Grazing Act 
(43 U.S.C. 316-316o). 

(2) Provision or preservation of ade¬ 
quate areas of public hunting and fish¬ 
ing grounds and public access thereto, 
and maintenance of habitat and food 
supplies for the fish and wildlife depend¬ 
ent upon the public lands and main¬ 
tained under Federal and State pro¬ 
grams, such as section 9 of the Taylor 
Grazing Act (43 U.S.C. 315h) and the 
Fish and Wildlife Coordination Act (16 
U.S.C. 661-666c). 

(3) Fostering the economy of the Na¬ 
tion by industrial and mineral develop¬ 
ment, such as through the materials sales 
and mineral leasing law (Group 3000 of 
this chapter) and the rights-of-way laws 
(Group 2800 of this chapter). 

(4) Realization of the beneficial uti¬ 
lization of the public lands through oc¬ 
cupancy leases, such as under the Rec¬ 
reation and Public Purposes Act (43 
U.S.C. 869-869-4) and the Small Tract 
Act (43 U.S.C. 682a-682e). 

(5) Provision of needed recreation, 
conservation, and scenic areas and open 
space (42 U.S.C. 1500-1500e) and assur¬ 
ance of adequate outdoor recreation re¬ 
sources for present and future genera¬ 
tions of Americans (16 U.S.C. 460:1 et 
seq.). 

(6) Stabilization of the timber indus¬ 
try and dependent communities and sus¬ 
tained-yield production of timber and 
other forest products, such as the Mate¬ 
rials Sales Act (30 U.S.C. 601-604), and, 
in connection with management of other 
Federal lands, the O and C Act (43 U.S.C. 
1181a-1181f, 1181g-1181J). 

(7) Protection of frail lands, conserva¬ 
tion of productive soils and water sup¬ 
plies, and prevention of damage and loss 
due to excessive runoff, flooding, salina¬ 
tion, and siltation, such as the Soil and 
Moisture Conservation Act (16 U.S.C, 
590a et seq.), section 2 of the Taylor 
Grazing Act (43 U.S.C. 315a and Exec¬ 
utive Order 1296. 

(c) Preservation of public values that 
would be lost if the land passed from Fed¬ 
eral ownership such as where: 


(1) The lands are needed to protect 
or enhance established Federal pro¬ 
grams, by such means as provision of 
buffer zones, control of access, main¬ 
tenance of water supplies, reduction 
and prevention of water pollution, ex¬ 
clusion of nonconforming inholdings, 
maintenance of efficient management 
areas, provision of research areas, and 
maintenance of military areas or sites for 
other Government activities. 

(2) The lands should be retained in 
Federal ownership pending enactment of 
Federal legislation, which would affect 
them. 

(3) The lands should be retained in 
Federal ownership pending their acquisi¬ 
tion by a State or local government. 

(4) The lands are best suited for mul¬ 
tiple-use management and require man¬ 
agement for a mixture of uses in order 
to best benefit the general public and 
such management could not be achieved 
if the lands were in private ownership. 

(5) The lands contain scientific, 
scenic, historic, or wilderness values 
which would be lost to the general public 
if they were transferred out of Federal 
ownership. 

(6) Transfer of the lands would be 
inconsistent with national objectives for 
the preservation of natural beauty of the 
country and the proper utilization of 
open space. 

(d) Preservation or enhancement of 
the quality of the environment in fur¬ 
therance of the objectives of the National 
Environmental Policy Act of 1969 (42 
U.S.C. 4321) and other environmental 
legislation. 


PART 2430—DISPOSAL 
CLASSIFICATIONS 


Sec. 


Subpart 2430—Criteria for Disposal 
Classifications 


2430.1 Use of criteria. 

2430.2 General criteria for disposal classi¬ 

fication. 

2430.3 Additional criteria for classification 

of lands needed for urban or sub¬ 
urban purposes. 

2430.4 Additional criteria for classification 

of lands valuable for public pur¬ 
poses. 

2430.5 Additional criteria for classification 

of lands valuable for residential, 
commercial, agricultural, or Indus¬ 
trial purposes. 

2430.6 Additional criteria for lands valuable 

for other purposes. 


Source: The provisions of this Part 2430 
appears at 35 F.R. 9561, June 13. 1970, unless 
otherwise noted. 


Subpart 2430—Criteria for Disposal 
Classifications 
§ 2130.1 Use of criteria. 

In addition to the general criteria in 
Subpart 2410 of this chapter, the follow¬ 
ing criteria will govern classifications 
under the authorities listed in § 2400.0-3 
of this chapter for sale, selection, grant 
or other disposal under laws authorizing 
the Secretary of the Interior to dispose 
of public lands. The criteria are set forth 
in terms of land use classes. Where ap¬ 
propriate, the applicability of specific 
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disposal laws to lands In each use class 
is discussed. 

§ 2130.2 General criteria for disposal 
classification. 

The general approach to determine the 
act under which lands are to be classi¬ 
fied and disposed of is as follows: 

<a> Consideration under criteria listed 
in this part will be given to whether the 
lands should be retained for Federal 
management or should be classified for 
disposal. If. under these criteria either 
course of action is acceptable, the prin¬ 
ciples of § 2410.2 of tliis chapter will be 
applied. 

'b) If the lands are found to be suit¬ 
able for disposal, consideration under the 
criteria of this part will be given to 
whether the lands are needed for urban 
or suburban purposes or whether they 
are chiefly valuable for other purposes. 
Lands found to be valuable for public 
purposes will be considered chiefly valu¬ 
able for public purposes, except in situa¬ 
tions where alternate sites are available 
to meet the public needs involved. 

§ 2430.3 Additional criteria for classifi¬ 
cation of lands needed for urban or 
suburban purposes. 

(a) To be needed for urban or subur¬ 
ban purposes, it must be anticipated that 
a community will embrace the lands 
within 15 years. 

(b) Lands determined to be needed 
for urban or suburban purposes may be 
classified for disposal under any appro¬ 
priate law if disposal would be consistent 
with local comprehensive plans, or in the 
absence of such plans, with the views 
of local governmental authorities. 

<c) Where more than one form of dis¬ 
posal is possible, the authorized officer 
will select that course of action which 
will best promote the proper develop¬ 
ment of the land for urban or suburban 
purposes. 

§ 2430.4 Additional criteria for classifi¬ 
cation of lands valuable for public 
purposes. 

(a) To be valuable for public pur¬ 
poses, lands must be suitable for use by 
a State or local governmental entity or 
agency for some noncommercial and 
nonindustrial governmental program or 
suitable for transfer to a non-Federal 
interest in a transaction which will ben¬ 
efit a Federal, State, or local governmen¬ 
tal program. 

(b) Lands found to be valuable for 
public purposes may be classified for 
transfer in satisfaction of a State land 
grant, for transfer to a State or local 
governmental agency in exchange for 
other property, or for transfer to a gov¬ 
ernmental agency under any applicable 
public land law other than the Recrea¬ 
tion and Public Purposes Act. as 
amended (43 U.S.C. 869-869-4), if the 
proposed use includes profit activities or 
if the interested qualified governmental 
agency and the authorized officer agree 
that there is no need for the perpetual 
dedication of the lands to the public uses 
required by the Recreation and Public 
Purposes Act. Generally, priority may be 


given to applications for State grants, 
indemnity selections, and State ex¬ 
changes. 

(c) Lands found to be valuable for 
public purposes will ordinarily be classi¬ 
fied for sale or lease under the Recrea¬ 
tion and Public Purposes Act (see Part 
2740 and Subpart 2912 of this chapter) 
if the proposed use involves nonprofit ac¬ 
tivities and if it is determined by the 
authorized officer that the provisions of 
that Act are required to insure the con¬ 
tinued dedication of the lands to such 
uses, or otherwise to carry out the pur¬ 
poses of the Act. 

(d> Lands may be classified for ex¬ 
change under appropriate authority 
where they are found to be chiefly valu¬ 
able for public purposes because they 
have special values, arising from the in¬ 
terest of exchange proponents, for ex¬ 
change for other lands which are needed 
for the support of a Federal program. 

§ 2130.5 Additional criteria for classifi¬ 
cation of lands valuable for residen¬ 
tial, commercial, agricultural, or in¬ 
dustrial purposes. 

(a) Lands which have value for resi¬ 
dential, commercial, agricultural, or in¬ 
dustrial purposes, or for more than one 
of such purposes, will be considered 
chiefly valuable for that purpose which 
represents the “highest and best use” of 
the lands; i.e., their most profitable legal 
use in private ownership. 

<b) Lands determined to be valuable 
for residential, commercial, agricultural, 
or industrial purposes may be classified 
for disposal under any appropriate au¬ 
thority if (1) disposal under such au¬ 
thority would be consistent with local 
governmental comprehensive plans, or 
(2) in the absence of such plans, 
with the views of local governmental 
authorities. 

(c) Lands may be classified as suitable 
for homestead entry under Part 2510 of 
this chapter if they are (1) chiefly valu¬ 
able for agricultural purposes, and (2) 
suitable for development as a home and 
farm for a man and his family, and (3) 
the anticipated return from agricultural 
use of the land would support the resi¬ 
dents. If it is determined that the irriga¬ 
tion of land otherwise suitable for home¬ 
stead entry would endanger the supply of 
adequate w r ater for existing users or 
cause the dissipation of water reserves, 
such land will not be classified for entry. 
Land may be classified for homestead 
entry only if rainfall is adequate, or if 
under State law, there is available to the 
land sufficient irrigation water, to per¬ 
mit agricultural development of its 
cultivable portions. 

(d) Lands outside of Alaska may be 
classified as suitable for desert land entry 
under Part 2520 of this chapter if (1) the 
lands are chiefly valuable for agricultural 
purposes, and (2) all provisions concern¬ 
ing irrigation water set forth in para¬ 
graph (c) of this section are met. 

(e) Lands may be classified as suit¬ 
able for Indian allotment under Part 2530 
of this chapter if (1) the lands are valu¬ 
able for agricultural purposes, and (2) 
the lands are on the whole suitable for 


a home for an Indian and his family, and 
(3) the anticipated return from agricul¬ 
tural use of the land would support the 
residents, and (4) the requirements for 
water supplies set forth in paragraph 
(c) of this section are met. 

(f) Lands may be determined to be 
suitable for exchange if the acquisition 
of the offered lands, the disposition of the 
public lands, and the anticipated cost of 
consummating the exchange will not dis¬ 
rupt governmental operations. 

§ 2430.6 Additional criteria for lands 
valuable for oilier purposes. 

Lands may be classified for disposal 
under any applicable authority where 
they are found to be chiefly valuable for 
purposes other than those described in 
§§ 2430.2-2430.5 of this chapter and to 
be not suitable for retention in Federal 
ownership. 


PART 2440—SEGREGATION BY 
CLASSIFICATION 

Subpart 2440—Criteria for Segregation 

Sec. 

2440.1 General criteria. 

Subpart 2440—Criteria for 
Segregation 

§ 2440.1 General criteria. 

(a) Classifications and proposed clas¬ 
sifications may, consistent with the pro¬ 
visions of paragraph (b) of this section, 
segregate the affected lands from set¬ 
tlement, location, sale, selection, entry, 
lease, or other forms of disposal under 
the public land law's, including the min¬ 
ing and mineral leasing laws. The segre¬ 
gative effect of each classification or 
proposed classification will be stated in 
the classification. 

(b) The public lands classified or pro¬ 
posed to be classified under the regula¬ 
tions of this part will be kept open to 
(i.e., not segregated from) as many 
forms of disposal as possible consistent 
with the purposes of the classification, 
the resource values of the lands, and 
public interests involved. However, they 
wall be segregated from those forms of 
disposal which, if the lands remain open 
thereto, could interfere with the orderly 
disposal of the lands pursuant to appro¬ 
priate law. 


PART 2450—APPLICATION 
CLASSIFICATION SYSTEM 

Subpart 2450—Application Procedures 

Sec. 

2450.1 Filing of application. 

2450.2 Preliminary determination. 

2450.3 Proposed classification. 

2450.4 Protests: Classification decision; di¬ 

rector. 

2450.5 Protests: Classification decision; sec¬ 

retary. 

2450.6 Finality of classification. 

2450.7 Right to occupy or settle. 

Subpart 2450—Application 
Procedures 

§ 2450.1 Filing of application. 

(a) When (1) land must be classified 
or designated pursuant to the authori- 
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ties cited in 5 2400.0-3 of tills chapter 
before an application may be approved 
and (2) the filing of applications is 
permitted prior to classification, the 
application on a form approved by the 
Director must be filed in accordance 
with the provisions of § 1821.2 of this 
chapter. Lists indicating the proper 
office for filing of applications may be 
obtained from the Director or any other 
officer of the Bureau of Land Manage¬ 
ment. Copies of the application forms 
may be obtained from the land office or 
from the Bureau of Land Management, 
Washington. D.C. 20240. 

§ 2430.2 Preliminary determination. 

(a) Upon the filing of an application, 
the authorized officer shall make a pre¬ 
liminary determination as to whether 
it is regular upon its face and, where 
there is no apparent defect, shall pro¬ 
ceed to investigate and classify the land 
for which it has been filed. No further 
consideration will be given to the merits 
of an application or the qualifications of 
an applicant unless or until the land has 
been classified for the purpose for which 
the application has been filed. 

(b) The authorized officer shall make 
an environmental impact analysis. If he 
finds that the proposed disposal would 
have a significant impact on the human 
environment, he shall coordinate the 
classification procedures under this sub¬ 
part with the requirements under the 
National Environmental Policy Act of 
1969. 


§ 2130.3 Proposed classification deci¬ 
sion* 


(a) The State director shall make and 
issue a proposed classification decision 
which shall contain a statement of rea¬ 
sons in support thereof. Such classifica¬ 
tion shall be served upon (1) each appli¬ 
cant for the land, (2) any grazing per¬ 
mittee, licensee, or lessee on the land, 
or his representative, (3) the district 
advisory board, (4) the local governing 
board, planning commission. State co¬ 
ordinating committee, or other official 
or quasi-official body having jurisdiction 
over zoning in the geographic area within 
which the lands are located, and (5' any 
governmental officials or agencies and 
organized groups from whom the record 
discloses comments on the classification 
have been received. If the decision affects 
more than 2,560 acres and would lead to 
the disposal of the lands, the decision will 
also be published in accordance with the 
provisions of Subpart 2461.2 of this 
chapter. 


(b) When there are multiple applica¬ 
tions for the same land, the proposed 
classification decision shall state which 
application, if any, will be entitled to 
preference under applicable law; or 
where no application has been filed for 
he purpose for which the land is pro¬ 
posed to be classified, the decision shall 
so state. 


. 'i* When multiple applications 1 
w ™ e A for the same land, the 
nrst filed for the purpose for which 
land is classified will be entitled 
preference under applicable law. 


(2) When two or more applications 
have been simultaneously filed for the 
purpose for which the land Is classified, 
the application entitled to preference 
will be the first to be selected by drawing. 

(3) If no application has been filed for 
the purpose for which it is proposed to 
classify the land, the proposed classifica¬ 
tion decision shall state that the land 
will be open to application by all quali¬ 
fied individuals on an equal-opportunity 
basis after public notice. 

§ 2450.4 Protests: Classification deci¬ 
sion ; director. 

(a) For a period of 30 days after the 
proposed classification decision has been 
served upon the parties listed in § 2450.3 
(a), protests thereto may be filed by an 
interested party with the State director. 
No particular form of protest is required 
under this subparagraph, it being the in¬ 
tent of this procedure to afford the State 
director the opportunity to review the 
proposed classification decision in the 
light of such protests. 

(b) If no protests are filed within the 
time allowed, the proposed classification 
decision shall be issued as the classifica¬ 
tion decision of the State director, and 
shall be served as provided in § 2450.3(a). 

(c) If protests are timely filed, they 
shall be reviewed by the State director, 
who may require statement or affidavits, 
take testimony, or conduct further field 
investigations as are deemed necessary 
to establish the facts. At the conclusion 
of such review, the State director shall 
issue a classification decision, either re¬ 
vised or as originally proposed, which 
shall be served on all interested parties, 
as provided in § 2450.3<a). 

§ 2450.5 Proto sin: Glassification deci¬ 
sion; secretary. 

(a) An applicant or any interested 
party may protest the State director’s 
classification decision. If a protest is 
made, it must be filed in the office of the 
Secretary within 30 days after service 
of the classification decision. 

(b) If no protest is filed within the 
30-day period, the classification decision 
becomes the final administrative deci¬ 
sion of the Department. 

(c) (1) When a protest is timely filed, 
the classification decision will be sus¬ 
pended until acted upon by the Secre¬ 
tary. A preference right, if any, of the 
applicant and the segregative effect of 
the classification will be preserved. 

(2) If the Secretary vacates or modi¬ 
fies the classification, the final depart¬ 
mental classification decision shall then 
be issued by the Secretary and served 
upon the parties in interest, or the Sec¬ 
retary may remand the classification to 
the Bureau of Land Management for 
reconsideration. 

(3) After 90 days from receipt of the 
State director’s classification decision 
by the parties in interest, which decision 
has been protested, it shall become the 
final departmental decision, unless the 
secretary has vacated, modified, or re¬ 
manded the decision for reconsideration. 

(d) No applicant or protestant to a 
proposed classification decision or the 


classification decision of a State direc¬ 
tor to whom the provisions of this section 
apply shall be entitled to any adminis¬ 
trative review, other than that provided 
herein, or to appeal under the provisions 
of Part 4 of this title. 

(e) A final departmental classifica¬ 
tion, or the expiration of the 90-day 
period provided in paragraph (c)(3) of 
this section, exhausts the administra¬ 
tive procedures within the Department 
of the Interior for the purposes of initiat¬ 
ing court proceedings under applicable 
law. 

§ 2450.6 Finality of clarification. 

(a) The authorized officer, on his own 
motion or otherwise, may modify an 
existing classification or he may re¬ 
classify the land. However, a modifica¬ 
tion or reclassification will not sene 
to reinstate a previously filed application. 
If the authorized officer modifies an 
existing classification or reclassifies the 
land, the land will be open on an equal 
opportunity basis. 

(b) Unless and until the classification 
is modified, the lands shall remain segre¬ 
gated as specified in § 2440.1 of this 
chapter. 

(c) Applications for lands not consist¬ 
ent with the classification will not be 
accepted or considered as filed, and will 
be returned to the applicant. Any pay¬ 
ment submitted therewith will be re¬ 
turned. 

§ 2450.7 Higlit to occupy or si-lllc. 

The filing of an application gives no 
right to occupy or settle upon the land 
A person shall be entitled to the posses¬ 
sion and use of land only after his entry, 
selection, or location has been allowed 
or a lease has been issued. Settlement on 
the land prior to that time constitutes a 
trespass. 


PART 2460—BUREAU INITIATED 
CLASSIFICATION SYSTEM 

Subpart 2461—Disposal Classifications 

Sec. 

2461.1 2,560 acres of less. 

2461.2 Over 2,560 acres. 

2461.3 Publication of notice of classification 

2461.4 Protest: Notice of classification. 

2461.5 Segregative effect of publication. 

Subpart 2461—Disposal 
Classifications 
§ 2461.1 2.560 acres or less. 

When the authorized officer proposes 
to classify on his own initiative lands 
involving 2,560 acres or less for disposal, 
he will follow the procedures in Subpart 
2450 of this chapter. 

§ 2461.2 Over 2,560 acres. 

(a) The authorized officer shall pub¬ 
lish a notice of proposed classification in 
the Federal Register and an announce¬ 
ment in a newspaper having general cir¬ 
culation in the area or areas in the vicin¬ 
ity of the affected land. The notice shall 
include the legal description of the af¬ 
fected land, the law or laws under which 
the lands would be disposed of together 
with such other information as the au- 
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thorized officer deems pertinent. Copies 
of the notice will be sent to the head of 
the governing body of the political sub¬ 
division of the State, if any, having 
jurisdiction over zoning in the geo¬ 
graphic area within which the affected 
lands are located, the governor of that 
State and the BLM multiple use advisory 
board in that State, the land-use plan¬ 
ning officer and land-use planning 
committees, if any, of the county, in 
which the affected lands are located, 
the authorized user or users of the lands 
or their selected representatives, all ap¬ 
plicants involved, and any other party 
the authorized officer determines to have 
an interest in the proper use of the lands. 

<b) The authorized officer shall make 
an environmental impact analysis. If he 
finds that the proposed disposal w'ould 
have a significant impact on the human 
environment, he shall coordinate the 
classification procedures under this sub¬ 
part with the requirements under the 
National Environmental Policy Act of 
1969. 

§ 2161.3 Publication of notice of classi¬ 
fication. 

After having considered the comments 
received as the result of publication, the 
authorized officer may classify the lands 
any time after the expiration of 60 days 
following the publication of the proposed 
classification in the Federal Register. 
The authorized officer shall publicize the 
classification in the same manner as the 
proposed classification was publicized, 
indicating in the notice the differences, 
if any, between the proposed classifica¬ 
tion and the classification. 

§2161.4 Protests: Notice of classifica¬ 
tion. 

(a) For a period of 30 days after pub¬ 
lication in the Federal Register of a 
notice of classification for disposal pur¬ 
suant to this subpart, the classification 
shall be subject to review by the Secre¬ 
tary of the Interior. If, 30 days from date 
of publication, the Secretary has neither 
on his own motion, on motion of any 
Protestant or the State director vacated 
or modified the classification, the classi¬ 
fication or any modification thereof shall 
become the final classification of the 
S ecret a ry. 

(b) A final classification exhausts the 
administrative procedures of the De¬ 
partment of the Interior for the purpose 
of initiating court proceedings under ap¬ 
plicable law. 

§ 2461.5 Segregative effect of publica¬ 
tion. 

Publication in the Federal Register 
of a notice of proposed classification 
pursuant to § 2461.2 or of a notice of 
classification pursuant to § 2461.3 will 
segregate the affected land from all 
forms of disposal under the public laws, 
including the mining laws, except the 
form or forms of disposal for which it is 
proposed to classify the lands. 


PART 2470—POSTCLASSIFICATION 
ACTIONS 

Subpart 2470—Opening ond Allowance 

Sec. 

2470.1 Opening oflands to disposal. 

2470.2 Allowance and entry. 

Source : The provisions of this Part 2470 
appears at 35 F.R. 9565, June 13. 1970, unless 
otherwise noted. 

§ 2470.1 Opening of lands lo disposal. 

After lands have been classified for 
disposal, the authorized officer shall, at 
the appropriate time, open the lands to 
those forms of disposal consistent with 
the classification. 

§ 2470.2 Allowance and entry. 

(a) After lands are classified pursu¬ 
ant to the regulations of this part, and 
opened for entry or other disposal, all 
the laws and regulations governing the 
particular kind of entry, location, selec¬ 
tion, or other disposal must be complied 
with in order for title to vest or other 
Interests to pass. 

(b) After lands are classified for dis¬ 
posal under the regulations of this sub¬ 
part, the lands shall be offered for sale 
or other disposal consistent with the 
classification. If an applicant does not 
have a preference right the land shall be 
opened on an equal-opportunity basis. 

IFR Doc.72-14428 Filed 8-24-72;8:47 am] 

Office of Oil and Gas 
[ 32A CFR Ch. X 1 

(Oil Import Reg. 1 (Rev. 5), as amended] 

ALLOCATIONS OF CRUDE AND 
UNFINISHED OIL TO REFINERS 

Change in Method of Computation; 
Correction 

A notice of proposed rule making for 
Oil Import Regulation 1 (Revision 5) 
was published in the Federal Register 
Thursday, August 17. 1972 <37 F.R. 
16609). An erroneous designation was 
made in the numerator of the formula 
defining x under paragraph (b) (1) of 
section 10. The numerator should be: 
Imports allocable under paragraph (a). 
In addition. Appendices A and C con¬ 
tained erroneous values of x. In Ap¬ 
pendix A, for Districts I-IV, the factors 
x should read 8.056 and 11.291 rather 
than 8.050 and 11.263. For District V, 
the factor x should read 225.86 rather 
than 200.9. In Appendix C, for Districts 
I-IV, the factor x should read 6.189 
rather than 6.187. For District V, the 
factor x should read 152.29 rather than 
143.2. 

Gene P. Morrell, 

Director. 

Office of Oil and Gas. 
Aucust 23, 1972. 

IFR Doc.72-14591 Filed 8-24-72:10:16 am| 


DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 
[ 7 CFR Part 966 1 
TOMATOES GROWN IN FLORIDA 

Proposed Expenses and Rate of 
Assessment 

Consideration Is being given to the 
approval of the expenses and rate of 
assessment, hereinafter set fortlL which 
were recommended by the Florida To¬ 
mato Committee, established pursuant 
to Marketing Agreement No. 125 and 
Order No. 966, both as amended (7 CFR 
Part 966). 

This marketing order program regu¬ 
lates the handling of tomatoes grown in 
designated counties in the State of Flori¬ 
da, and is effective under the Agricul¬ 
tural Marketing Agreement Act of 1937, 
as amended (7 U.S.C. 601 et seq.). 

All persons w'ho desire to submit writ¬ 
ten data, views, or arguments in connec¬ 
tion with these proposals may file the 
same, in quadruplicate, with the Hearing 
Clerk, Room 112-A, U.S. Department of 
Agriculture, Washington, D.C. 20250. 
Comments received by September 10, 
1972, will be considered. All written sub¬ 
missions made pursuant to this notice 
will be made available for public inspec¬ 
tion at the office of the Hearing Clerk 
during regular business hours (7 CFR 
1.27(b)), 

The proposals are as follows: 

§ 966.209 Expenses anil rate of assess¬ 
ment. 

(a) The reasonable expenses that are 
likely to be incurred during the fiscal pe¬ 
riod ending July 31, 1973. by the Florida 
Tomato Committee for its maintenance 
and functioning, and for such purposes 
as the Secretary determines to be appro¬ 
priate will amount to $115,000. 

(b) The rate of assessment to be paid 
by each handler in accordance with the 
Marketing Agreement and this part shall 
be one-half cent ($0,005) per 30-pound 
container of tomatoes, or equivalent 
quantity, handled by him as the first 
handler thereof during said fiscal period. 

(c) Terms used in this section have 
the same meaning as when used in said 
marketing agreement and this part. 

Dated: August 21, 1972. 

Charles R. Brader, 
Acting Deputy Director, Fruit 
and Vegetable Division, Agri¬ 
cultural Marketing Service. 

|FR Doc.72-14463 Filed 8-24-72:8:46 am] 

Food and Nutrition Service 

17 CFR Parts 270, 271, 2721 
FOOD STAMP PROGRAM 

Notice of Proposed Rule Making 

Pursuant to the authority contained 
in the Pood Stamp Act of 1964, as 
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amended (78 Stat. 703, as amended; 7 
U.S C. 2011-2025), notice is hereby given 
that the Food and Nutrition Service, De¬ 
partment of Agriculture, proposes to 
amend the regulations governing the 
food stamp program to provide that the 
salary and travel costs of the person 
who prepares the official record of hear¬ 
ings held at the request of households 
may, in part, be paid to the State agency 
by the Food and Nutrition Service; allow 
State agencies to make direct refunds to 
any recipients overcharged for their cou¬ 
pon allotment; allow State agencies to 
cooperate with Federal, State, and local 
investigative agencies which are investi¬ 
gating suspected violations of the Food 
Stamp Act or program regulations; and 
provide that court-ordered support and 
alimony payments will be deducted from 
income in determining eligibility and 
basis of issuance. 

Interested persons may submit writ¬ 
ten comments, suggestions, or objections, 
regarding the proposed amendments to 
James H. Kocher. Director, Food Stamp 
Division, Food and Nutrition Service, UJ3. 
Department of Agriculture. Washington, 
D C. 20250, so as to be received not later 
than the 30th day following the date of 
publication of this notice in the Federal 
Register. Comments, suggestions, or ob¬ 
jections will be open to public inspection 
pursuant to 7 CFR 1.27(b) at the Office 
of the Director, during regular business 
hours (8:30 a.m.-5 pjn.). 

The proposed revisions are: 

1. In § 270.2, paragraph (ii) is revised 
to read as follows; 

§ 270.2 Definitions. 

• • • • * 

(ii) “Hearing Official” means a person 
or persons designated by the Agency to 
act in its behalf in the conducting of 
hearings under § 271.1 (o) of this sub¬ 
chapter. Such persons shall not have been 
involved in the action in question. Med¬ 
ically qualified persons who make medical 
determinations or provide testimony on 
medical issues in hearing proceedings and 
the person who prepares the official hear¬ 
ing record may also be considered hearing 
officials. 

• • • • • 

2. In § 271.1, paragraph (q) is revised 
to read as follows: 

§271.1 General terms anil conditions 
for State agencies. 

• • ♦ * • 

(q) Refunds to households . A house¬ 
hold shall be entitled to a cash refund 
for any amount that it has been over¬ 
charged for its coupon allotment as a 
result of an error by the State agency in 
the administration of the food stamp 
program: Provided , That, if the house- 
owes a balance on a claim under 
5 271.7(d) , the State agency shall offset 
the amount due under this paragraph 
against such balance. The State agency 
shall make such refunds from funds col¬ 
lected in payment of the purchase re- 
quirement or from its own funds or those 
oi the project area, or, if no such funds 


are available for this purpose, the State 
agency shall request FNS to make such 
refunds directly to the households. If 
State agency or project area funds are 
used to make refunds, FNS will credit 
or reimburse the State agency or project 
area therefor. 

• • • * • 

3. Section 271.3(c) (1) (Hi) is amended 
by adding a new subdivision (fir) to read 
as follows: 

§ 271.3 Hoiim*I)o!c! eligibility. 

* * • * ♦ 

(c) Income and resource eligibility 
standards of other households . 

(1) Definition of income. * • ♦ 

(Hi) Deductions for the following 
household expenses shall be made: 

* • * * * 

(g) Court-ordered support and aU- 
mony payments. 

• • * • • 

4. In § 272.5, the second sentence of 
paragraph (d) is revised and a new’ para¬ 
graph (f) is added to read as follows: 

§ 272.5 Participation of banks. 

• • • • • 

(d) • • • Such coupons which have 
been so issued and used, as weU as any 
coupons which have been issued under 
paragraph (f) of this section, or which 
FNS believes may have been issued, 
transferred, negotiated, used, or received 
in violation of any provisions of this sub¬ 
chapter or of any applicable statute, shall 
at the request of any person acting on be¬ 
half of FNS and on issuance of a receipt 
therefor by such person, be released and 
turned over to FNS by the bank receiving 
such coupons, or by any other person to 
whom such request is addressed, together 
with the certificate (s) of redemeption ac¬ 
companying such coupons, if any. ♦ • • 

***** 

(f) Upon the written request of Fed¬ 
eral, State, or local governmental agen¬ 
cies which have authority to investigate, 
and are investigating, suspected viola¬ 
tions of Federal or State statutes relat¬ 
ing to the enforcement of the Food 
Stamp Act or the regulations issued 
thereunder, the State agency may aUow 
households w’hich it believes are or may 
be ineligible for the program to continue 
program participation and to receive and 
use ATP cards and food coupons. The 
State agency may allow such households 
to continue participation in the program 
until the earlier of (1) expiration of the 
period of 90 days after such request is 
received or of such longer period as FNS, 
upon request of the State agency, may 
for good cause approve in a particular 
case, or (2) receipt of notification from 
the investigative agency that such partic¬ 
ipation may be terminated or that the 
investigation has been completed. Not¬ 
withstanding any other provisions of this 
subchapter, the State agency shall not 
be liable to FNS for the bonus value of 
any coupons issued to households which 
the State agency allows to continue par¬ 


ticipation In the program in conformity 
with the provisions of this paragraph. 

(78 Stat. 708, as amended, 7 US.C. 2011-2025) 

Richard Lyng, 
Assistant Secretary . 

August 21. 1972. 

[FR Doc.72-14461 Filed &-24-72;8:40 am] 

DEPARTMENT OF 
TRANSPORTATION 

Federal Aviation Administration 

[ 14 CFR Part 71 1 

[Airspace Docket No. 72-SW-57] 

TRANSITION AREA 
Proposed Designation 

The Federal Aviation Administration 
is considering amending Part 71 of the 
Federal Aviation Regulations to desig¬ 
nate a 700-foot transition area at Marks- 
ville, La. 

Interested persons may submit such 
written data, views or arguments as they 
may desire. Communications should be 
submitted in triplicate to Chief, Airspace 
and Procedures Branch, Air Traffic Di¬ 
vision, Southwest Region, Federal Avia¬ 
tion Administration, Post Office Box 
1689, Fort Worth, TX 76101. All commu¬ 
nications received within 30 days after 
publication of this notice in the Federal 
Register will be considered before action 
is token on the proposed amendment. No 
public hearing is contemplated at this 
time, but arrangements for informal 
conferences with Federal Aviation Ad¬ 
ministration officials may l>e made by 
contacting the Chief, Airspace and Pro¬ 
cedures Branch. Any data, views or argu¬ 
ments presented during such conferences 
must also be submitted in writing in ac¬ 
cordance with this notice in order to 
become part of the record for considera¬ 
tion. The proposal contained in this 
notice may be changed in the light of 
comments received. 

The official docket will be available for 
examination by interested persons at the 
Office of the Regional Counsel, South¬ 
west Region, Federal Aviation Adminis¬ 
tration, Fort Worth, Tex. An informal 
docket will also be available for exami¬ 
nation at the Office of the Chief, Air¬ 
space and Procedures Branch, Air Traffic 
Division. 

It is proposed to amend Part 71 of the 
Federal Aviation Regulations as herein¬ 
after set forth. 

In § 71.181 (37 F.R. 2143). the follow¬ 
ing transition area is added: 

Marksville, La. 

That airspace extending upward from 700 
feet above the surface within a 5-mile radius 
of the Marksville Municipal Airport (latitude 
31 # 05'45" N., longitude 92°04'00" W.). 
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The proposed transition area will pro¬ 
vide controlled airspace for aircraft ex¬ 
ecuting approach/departure procedures 
proposed at the Marksville Municipal 
Airport. 

This amendment is proposed under the 
authority of section 307(a) of the Fed¬ 
eral Aviation Act of 1958 (49 U.S.C. 1348) 
and of section 6(c) of the Department of 
Transportation Act (49 U.S.C. 1655(c)). 

Issued in Fort Worth, Tex., on August 
17, 1972. 

R. V. Reynolds, 

Acting Director, Southwest Region. 

[FR Doc.72-14443 Filed 8-24-72;8:46 amj 


[ 14 CFR Pari 71 1 

[Airspace Docket No. 72-SW-58] 

TRANSITION AREA 
Proposed Designation 

The Federal Aviation Administration 
is considering amending Part 71 of the 
Federal Aviation Regulations to desig¬ 
nate a 700-foot transition area at Mena, 
Ariz. 

Interested persons may submit such 
written data, views, or arguments as they 
may desire. Communications should be 
submitted in triplicate to Chief, Airspace 
and Procedures Branch, Air Traffic Di¬ 
vision, Southwest Region, Federal Avia¬ 
tion Administration, Post Office Box 1689, 
Fort Worth, TX 76101. All communica¬ 
tions received within 21 days after pub¬ 
lication of this notice in the Federal 
Register will be considered before action 
is taken on the proposed amendment. No 
public hearing is contemplated at this 
time, but arrangements for informal con¬ 
ferences with Federal Aviation Adminis¬ 
tration officials may be made by contact¬ 
ing the Chief, Airspace and Procedures 
Branch. Any data, views, or arguments 
presented during such conferences must 
be submitted in writing in accordance 
with this notice in order to become part 
of the record for consideration. The pro¬ 
posal contained in this notice may be 
changed in the light of comments re¬ 
ceived. 

The official docket will be available for 
examination by interested persons at the 
Office of the Regional Counsel, Southwest 
Region, Federal Aviation Administration, 
Fort Worth, Tex. An informal docket will 
also be available for examination at the 
Office of the Chief. Airspace and Pro¬ 
cedures Branch, Air Traffic Division. 

It is proposed to amend Part 71 of the 
Federal Aviation Regulations as herein¬ 
after set forth. 

In § 71.181 (37 F.R. 2143), the follow¬ 
ing transition area is added: 

Mena, Ariz. 

That airspace extending upward from 700 
feet above the surface within a 6-mUe radius 
of the Mena Municipal Airport (latitude 
34*33'00 r ' N.. longitude 94*12'31" W.) and 
within 5 miles each side of the Page, Okla. 
VORTAC 112*T (105°M) radial extending 
from the 5-mile radius area to the VORTAC. 

The proposed transition area will pro¬ 
vide controlled airspace for aircraft 


executing approach/departure proce¬ 
dures proposed at Mena, Ariz., Municipal 
Airport. 

This amendment is proposed under the 
authority of section 307 (a) of the Federal 
Aviation Act of 1958 (49 U.S.C. 1348) and 
of section 6(c) of the Department of 
Transportation Act (49 U.S.C. 1655(c)). 

Issued in Fort Worth, Tex., on Au¬ 
gust 17, 1972. 

R. V. Reynolds, 

Acting Director, Southwest Region. 

[FR Doc.72-14444 Filed 8-24-72;8:46 am] 

[14 CFR Part 75 1 

[ Airspace Docket No. 72-GL-39) 

JET ROUTE SEGMENT 
Proposed Alteration 

The Federal Aviation Administration 
(FAA) is considering an amendment to 
Part 75 of the Federal Aviation Regula¬ 
tions that would alter Jet Route 71 be¬ 
tween Centralia, Ill., and Northbrook, Ill., 
to overlie Roberts, HI., VORTAC. 

Interested persons may participate in 
the proposed rule making by submitting 
such written data, views, or arguments as 
they may desire. Communications should 
identify the airspace docket number and 
be submitted in triplicate to the Director, 
Great Lakes Region, Attention: Chief, 
Air Traffic Division, Federal Aviation 
Administration, 2300 East Devon, Des 
Plaines, EL 60018. All communications 
received within 30 days after publication 
of this notice in the Federal Register 
will be considered before action is taken 
on the proposed amendment. The pro¬ 
posal contained in this notice may be 
changed in the light of comments 
received. 

An official docket will be available for 
examination by interested persons at the 
Federal Aviation Administration, Office 
of the General Counsel, Attention: Rules 
Docket, 800 Independence Avenue SW., 
Washington, DC 20591. An informal 
docket also will be available for examina¬ 
tion at the office of the Regional Air 
Traffic Division Chief. 

Jet Route No. 71 between Northbrook 
and Centralia is not used for traffic over¬ 
flying O’Hare, but is used for southbound 
departures which are cleared via low 
altitude airways to Roberts VORTAC, 
thence via radar vectors to join J71. The 
proposed realignment of J71 over Rob¬ 
erts would delete the requirement for 
radar vectors to the high altitude route. 

Tliis amendment is proposed under 
the authority of section 307(a) of the 
Federal Aviation Act of 1958 (49 U.S.C. 
1348(a)) and section 6(c) of the Depart¬ 
ment of Transportation Act (49 U.S.C. 
1655(c)). 

Issued in Washington, D.C., on Au¬ 
gust 17. 1972. 

Charles H. Newpol, 

Acting Chief, Airspace and 
Air Traffic Rules Division. 

[FR Doc.72-14442, Filed 8-24-72,8:46 am] 


ENVIRONMENTAL PROTECTION 
AGENCY 

[ 40 CFR Pari 60 1 

STANDARDS OF PERFORMANCE FOR 
NEW STATIONARY SOURCES 

Emissions During Startup, Shutdown 
and Malfunction 

The Environmental Protection Agency 
promulgated Standards of Performance 
for New Stationary Sources pursuant to 
section 111 of the Clean Air Amend¬ 
ments of 1970, 42 U.S.C. 1857c~6, on De¬ 
cember 23, 1971, for fossil fuel-fired 
steam generators, incinerators, Port¬ 
land cement plants, and nitric and sul¬ 
furic acid plants (36 F.R. 24876). New 
or modified sources in those categories 
are required to meet standards for emis¬ 
sions of air pollutants which reflect the 
degree of emissions limitation achiev¬ 
able through the application of the best 
system of emission treatment which (tak¬ 
ing into account the cost of achieving 
such reduction) the Administrator deter¬ 
mined to be adequately demonstrated. 

At the time of promulgation, it was 
known that even in the case of sources 
which ordinarily complied with the 
standards and which followed proper 
operating and maintenance procedures, 
there could on occasion occur malfunc¬ 
tions or other events (process startups 
and shutdowns) during which emissions 
might temporarily exceed the standards. 
As an example, during process startup, 
some chemical processes do not reach 
optimum operating efficiency for some 
time. Accordingly, in such periods the 
process may give off an excess emission 
rate which may, despite the best efforts 
to control and minimize the mission, lead 
to temporary violations of standards. In 
addition, there is some statistical prob¬ 
ability of infrequent, unavoidable 
mechanical failures in process or air 
pollution control equipment, which, 
despite the best maintenance and con¬ 
trol practices, cannot be controlled im¬ 
mediately, and consequently leads to 
some temporary excess emission. 

As promulgated, the standards con¬ 
tained no explicit provision to deal with 
such occurrences, where despite proper 
operating and maintenance practices un- 
avoidable emissions in excess of the 
standard occurred. Such occurrences 
generally are dealt with by the exercise 
of discretion in the Agency’s enforcement 
activities. The exercise of this discretion 
would have been accomplished by means 
of an informal process, in which, before 
the Agency took enforcement action, 
sources that had exceeded the standai as 
would have attempted to demonstrate to 
the Agency that such excess emissions 
had been unavoidable. 

We have determined, however, that a 
superior course would be to create a 
formal process by which sources whose 
emissions had exceeded the standards 
could seek to show why the excesses were 
excusable. Three fundamental reasons 
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suggested the correctness of tills deter¬ 
mination. First, the existence of a formal 
process better informs the public of the 
policy and factual Issues which will un¬ 
derlie enforcement of the standards. Sec¬ 
ond, affected industries which are making 
good-faith efforts to meet the standards 
will on the whole welcome a regularized 
means of informing the Agency in detail 
of the circumstances surrounding un¬ 
avoidable emission excesses. Third, the 


Agency expects to benefit substantially 
from the information it will gain about 
the operation of the processes in ques¬ 
tion. for both future enforcement and 
standard setting. 

Cienerally. the proposed amendment 
establishes the following procedure for 
dealing with assertedly excusable viola¬ 
tions. Where a startup or shutdown which 
may lead to an excess emission is 
planned, the owner or operator of the 
source must notify both the Administra¬ 
tor and the appropriate State or local air 
pollution control agency of the place, 
time, purpose, anticipated emissions and 
other details of the planned operation at 
least 3 days in advance. Where an un¬ 
planned malfunction causing emissions 
that may be in excess of standards oc¬ 
curs, notification of such details by tele¬ 
phone must be made within 12 hours 
after the start of the malfunction. With¬ 
in 10 days after such a startup, shut¬ 
down, or malfunction causing an excess 
emission, the owner or operator of the 
facility in question must submit a full 
written report setting out the appropri¬ 
ate dates and times, the nature and ex¬ 
tent of emissions, an explanation and 
analysis of the cause, the operating and 
maintenance procedures or other steps 
taken to minimize the emissions, an 
analysis of future preventive actions and 
such other information as the Adminis¬ 
trator may request. Where the Adminis¬ 
trator determines that there has been 
compliance with the reporting require¬ 
ments, the excess emission did not result 
from operator error or improper operat¬ 
ing and maintenance procedures, all rea¬ 
sonable steps were taken to correct the 
condition leading to the excess emission 
and to minimize the emission itself, he 
would notify the owner or operator of a 
source that the excess emission w r ould be 
deemed not to be in violation of the 
standards. This provision specifically 
does not restrict the Administrator’s dis¬ 
cretion to take enforcement action to 
protect public health and welfare. 

Interested persons may participate in 
this proposed rule making by submitting 
written comment in triplicate to the 
division of Stationary Source Enforce- 
ment, Environmental Protection Agency, 
5600 Fishers Lane, Room 17-70, Rock- 
nif' Attention: Mr. Megon- 

leii Comment is particularly requested 
on the adequacy of the procedures in this 
proposed rule making. All relevant com- 
ments rcGdved not later than 45 days 

tin date of Publication of this no- 
consi dered. Receipt of com- 
^ , «l be acknowledged, but the Divi- 
tnn « 0: * Stationary Source Enforcement 
provide substantive responses to 
diyiduai comments. Comments received 
De available for public inspection 


during normal business hours at the Of¬ 
fice of Public Affairs, 401 M Street, SW., 
Washington, DC 20460. 

This notice of proposed rule making 
is issued under the authority of sections 
111 and 114 of the Clean Air Act, as 
amended <42 U.S.C. 1857c-6, 1857c-9). 

Dated: August 18,1972. 

Robert W. Fri, 
Acting Administrator . 

Part 60 of Title 40, Code of Federal 
Regulations, is proposed to be amended 
by adding a new § 60.11 to read as 
follows: 

§60.11 Emissions during startup, shut* 
down, anil malfunction. 

(a) Emissions which, due to startup, 
shutdown, or malfunction of an affected 
facility, temporarily exceed the stand¬ 
ards set forth in this part shall be deemed 
in violation of such standards iinipss the 
requirements of this section are satisfied 
and the determinations specified in para¬ 
graph (f) of this section are made. 

<b) When emissions during any 
planned shutdown and ensuing startup of 
an affected facility or a part thereof may 
exceed the standards set forth in tills 
part, the owner or operator of the af¬ 
fected facility shall notify the Adminis¬ 
trator and the appropriate State or local 
air pollution control agency no later than 
3 days before the planned shutdown. 
However, if the shutdown is necessitated 
by events which the owner or operator 
could not reasonably have foreseen 3 
days before the shutdown, then such no¬ 
tification shall be given immediately fol¬ 
lowing the determination to shut down. 
The notice shall be in writing and shall 
specify the name of the affected facility, 
its location, the address and telephone 
number of the person responsible for the 
affected facility, the reasons for and 
duration of the proposed shutdown, the 
nature of the action to be taken during 
shutdown, the date and time for the ac¬ 
tion, the anticipated physical and chem¬ 
ical composition, rate and concentration 
of the emissions during such shutdown 
and ensuing startup, the basis for the 
determination that such shutdown is 
necessary, and the measures which will 
be taken to minimize the extent and 
duration of the emissions during such 
shutdown and ensuing startup. 

(c) When emissions due to sudden 
and unforeseen malfunction (or to un¬ 
foreseen shutdown associated with mal¬ 
function) of an affected facility are or 
may be in excess of the standards, the 
owner or operator shall notify the Ad¬ 
ministrator and the appropriate State or 
local air pollution control agency by tele¬ 
phone as promptly as possible, and in no 
event later than 12 hours following the 
start of such malfunction, and shall 
cause written notice to be sent to the 
Administrator and the appropriate State 
or local air pollution control agency no 
later than 24 hours following the start 
of such malfunction. Such notice shall 
specify the name of the affected facility, 
its location, the address and telephone 
number of the person responsible for the 
affected facility, the nature and cause 


of the malfunction, the date and time 
when such malfunction was first ob¬ 
served, the expected duration, and an 
estimate of the physical and chemical 
composition, rate, and concentration of 
the emission. 

(d) Within 10 days after the occur¬ 
rence of an event requiring the notifica¬ 
tion provided for in paragraph (b) or 
(c) of this section, the owner or opera¬ 
tor of the affected facility shall submit 
to the Administrator and the appropriate 
State or local air pollution control 
agency, a written report specifying, to 
the extent such information was not 
previously provided: 

(1) The time the excess emissions be¬ 
gan and ended; 

(2) The time of the beginning and end 
of the startup, shutdown, or malfunction 
which is asserted to be the cause of the 
excess emission; 

(3) An estimate of the physical and 
chemical composition, rate, and concen¬ 
tration of emissions which occurred, and 
where continuous monitoring is required 
or is in effect (including visible emis¬ 
sion detector), the strip charts with 
plots of all emissions monitored versus 
time, including a summary of the moni¬ 
toring instruments’ written record ex¬ 
pressed in units of the applicable stand¬ 
ard; 

(4) An explanation and. where appro¬ 
priate. an engineering analysis of the 
cause of the occurrence; 

(5) A description of those operating 
and/or maintenance procedures and 
practices in use prior to and during the 
occurrence, which were designed to pre¬ 
vent or minimize the extent and dura¬ 
tion of the occurrence; 

(6) Any other steps taken to minimize 
the extent or duration of the occurrence; 

(7) An analysis of what steps will be 
taken to prevent or minimize similar oc¬ 
currences in the future; and 

(8) Such other information as the 
Administrator may require. 

(e) The Administrator may, for good 
cause, waive or extend the time periods 
for filing the notices or reports required 
by paragraphs <b), (c). and (d> of this 
section. 

(f) Nothing in this section shall re¬ 
lieve a source from compliance with the 
standards set forth in this part unless 
the Administrator determines that (1) 
the occurence in question did not result 
from the failure by the owner or opera¬ 
tor of the source to operate and main¬ 
tain properly the affected facility, (2) 
all reasonable steps were taken to cor¬ 
rect, as expeditiously as practicable, the 
condition causing the emissions to ex¬ 
ceed the standards, including the use of 
off-shift labor and overtime if necessary, 
and (3) all reasonable steps were taken 
to minimize the emissions resulting from 
the occurrence. The Administrator shall 
notify the owner or operator of the 
source of the determination required by 
this paragraph no later than 60 days 
after the date that all information re¬ 
quired by this section has been submit¬ 
ted. Failure of the Administrator to give 
such notification within the 60-day pe¬ 
riod shall have the same effect as a deter- 
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mination that the occurrence is deemed 
not to be a violation of the standards. 

(g) Nothing in this section shall be 
construed: (1) To permit an owner or 
operator to continue operations during 
any period of scheduled maintenance 
when such continued operations result in 
emissions in excess of the standards, or 
(2) to restrict the Administrator’s dis¬ 
cretion to take, at any time, appropriate 
enforcement action under the Act, if up¬ 
on information supplied to him pursuant 
to this section, or otherwise available to 
him, he determines that such action is 
necessary to protect the public health or 
welfare. 

[FR Doc.72-14457 Filed 8-24-72;8:46 am] 


FEDERAL HOME LOAN BANK BOARD 

[12 CFR Parts 563, 571 1 

(No. 72-9511 

FEDERAL SAVINGS AND LOAN 
INSURANCE CORPORATION 

Federal Insurance Reserve and Net 

Worth Requirements of Insured 

Institutions 

August 10,1972. 

Resolved that the Federal Home Loan 
Bank Board considers it advisable to 
amend Parts 563 and 571 of the rules and 
regulations for Insurance of Accounts (12 
CFR Parts 563, 571) for the purpose of 
revising the regulatory provisions regard¬ 
ing the Federal insurance reserve and 
net worth requirements of insured in¬ 
stitutions. Accordingly, the Federal Home 
Loan Bank Board proposes to amend said 
Parts 563 and 571 as follows: 

1. Amend Part 563 by revising §§ 563.11. 
563.13, and 563.14 thereof to read as 
follows: 

§563.11 Federal insurance reserve; es¬ 
tablishment of and earmarking to. 

(a) Each insured institution shall set 
up a Federal insurance reserve account 
which shall be used solely for the pur¬ 
pose of absorbing losses. No insured in¬ 
stitution may pay dividends or interest 
from its Federal insurance reserve ac¬ 
count. Any insured State-chartered in¬ 
stitution, by specific and appropriate cor¬ 
porate action, may earmark as its Fed¬ 
eral insurance reserve account any 
reserve account which under the provi¬ 
sions of applicable law is established for 
the sole purpose of absorbing losses. Evi¬ 
dence of such action shall be filed 
promptly with the Corporation. 

(b) Any insured institution, by spe¬ 
cific and appropriate corporate action, 
and with the prior written approval of 
the Corporation, may earmark as its Fed¬ 
eral insurance reserve account any other 
reserve account which is made subject 
to charges for losses only, and may ear¬ 
mark as a part of its Federal insurance 
reserve account pledged savings ac¬ 
counts, capital surplus, contributed sur- 


(d) In determining the amount of the 
Federal insurance reserve account, any 
net negative balance in the aggregate of 
all other net worth accounts shall be de¬ 
ducted from the Federal insurance re¬ 
serve account. 

§ 563.13 Required amounts and mainte¬ 
nance of Federal insurance reserve 
and net worth. 

(a) Minimum FIR level. After the 
fiscal year in which a certificate of in¬ 
surance is issued, an insured institution 
shall build up its Federal insurance re¬ 
serve account so that, as of the close of 
business on the annual closing date fol¬ 
lowing each anniversary of the date of 
insurance of accounts, such account shall 
be at least equal to the amount obtained 
by multiplying the percentage cor¬ 
responding to such anniversary date, as 
set forth in the table below, by either 
(1) the amount of the institution’s sav¬ 
ings account balance on such closing 
date, or (2) the average of the savings 
account balance on such closing date and 
on one or more of the 4 immediately 
preceding closing dates, provided all such 
dates are consecutive. In any event, 
unless otherwise permitted in writing by 
the Corporation, each insured institution 
shall build up its Federal insurance re¬ 
serve account so that, at the annual clos¬ 
ing date following the 25th anniversary 
of its insurance of accounts, such account 
shall be at least equal to 5 percent of 
the institution’s savings account balance 
on such closing date. 


zrsary 

2 _ 

Percentage 
_0.50 

a __ __ 

_0.76 

4 _ 

_1.00 

5 _ 

_1.25 

« _ 

_1.60 

7 _ 

_1.75 

8 _ 

_2.00 

9 _ 

_2.25 

10 __ 

_2.50 

11 __ 

_2.75 

12 _ 

_3.00 

13 __ 

_3.25 

14 _ _ 

_3.50 

IS _ 

_3.75 

1 ft __ 

_4.00 

17 _ 

_4.25 

18 _ 

_4.50 

19 _ 

_4.75 

20 and thereafter- 

_6.00 


(b) Failure to meet or maintain spec¬ 
ified level of Federal insurance reserve . 
If an insured institution fails to meet or 
maintain thereafter the applicable Fed¬ 
eral insurance reserve requirement set 
forth in paragraph (a) of this section, 
the Corporation shall require such in¬ 
stitution, within the time and in the 
manner specified by the Corporation, to 
increase its Federal insurance reserve ac¬ 
count balance to the prescribed level 
and, in addition, may require such in¬ 
stitution to take any one or more of the 
corrective actions set forth in paragraph 
(d) of this section. 

(c) Minimum net worth level—(1) 
Minimum net worth requirement . After 


greater of (i) the appropriate Federal 
insurance reserve account requirement 
plus an amount equal to 20 percent of its 
scheduled items, or (ii) the amount de¬ 
termined by the following Asset Com¬ 
position and Net Worth Index: 

Asset Composition and Net Worth Index 

Minimum 
net worth 

Asset category percentage 

Mortgage loans and contracts (Net l ): 

Insured and guaranteed_ 2 

Conventional: 

Single-family_ 3 

Two to four dwelling units_ 5 

Over 4-dwelling; developed building 
lots; and loans and contracts to 
facilitate sale of real estate 

owned _ 6 

Other improved real estate_ 7 

Acquisition and development of 

land and unimproved land_ 8 

Other loans (Net 1 ): 

All improvement and education_ 3 

All mobile home_ 5 

Chattel, equipping, and other_ 6 

Real estate owned and in Judgment 

(Net 1 )... 10 

Other real estate held for development, 

Investment and other (Net 1 ) _ 7 

Investment securities—Private (Net 1 )_ 3 

Fixed assets (Net *): 

Office building (land and Improve¬ 
ment) _ 3 

Leasehold improvement, furniture. 

fixtures, equipment, and auto_ 10 

Other assets (Net *): 

Investment In service corporation and 

other subsidiaries_ 5 

Other_ 3 

1 Applicable asset item should be net of any 
allowance Tor depreciation, valuation allow¬ 
ances, specific reserves, and specific loss 
reserves. 

<2> Failure to meet or maintain mini¬ 
mum net worth levels. If an insured 
institution fails to meet or maintain 
thereafter the minimum net worth re¬ 
quirement set forth in subparagraph <i) 
of tills paragraph, or if the Corporation 
otherwise determines an insured institu¬ 
tion’s net worth to be inadequate, the 
Corporation may require such institu¬ 
tion to take any one or more of the 
corrective actions set forth in paragraph 
(d) of this section. 

(d) Actions to correct Federal insur¬ 
ance reserve or net worth deficiencies. 
(1) In the event that either the Federal 
insurance reserve account or the net 
worth of an insured institution is found 
by the Corporation to be deficient, the 
Corporation may require, in addition to 
the action set forth in paragraph (b> of 
this section, that such institution take 
any one or more of the following correc¬ 
tive actions: 

(i) Increase net worth to a specified 
level. 

(ii) Convene a meeting or meetings of 
its board of directors with the Directoi, 
Office of Examinations and Supervision. 

his designee, for the purpose ol 


or 


accomplishing the objectives of this 
section 

(iii) Limit the amount of dividends 


the fiscal year in which a certificate of jj|_ 

plus! and^ retained earnings in such insurance is issued, an insured institu- that^may be declared or interest that 
amounts and under such terms as are tion shall build up its net worth so that, n pai( j on saV ings accounts. 

. “ “ as of the close of business on the annual .. .. rece ir)t of savings to 

closing date following each anniversary (iv) the receipt oi * 

of the date of insurance of accounts, such payments or deposits to exlstl g 
net worth shall be at least equal to the accounts. 


acceptable to the Corporation. 

(c) The general reserves of Federal 
savings and loan associations are deemed 
to meet the requirements of this section. 
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(v) Cease or limit the Issuance of new 
withdrawable accounts of any or all 
classes or categories, except in exchange 
for existing accounts. 

(vi) Cease or limit all lending, lending 
in a particular area, or the making of a 
particular type or category of loan. 

(vii) Cease or limit the purchase of 
loans or the making of specified other 
investments. 

(viii) Limit operational expenditures 
to specified levels. 

(ix) Increase liquid assets and main¬ 
tain such increased liquidity at specified 

levels. 

(x) Such other action or actions as 
the Cox-poration may deem necessary or 
appropriate for the protection of the 
Corporation, the insured institution, or 
depositors or investors in the insured 
institution. 

(e) Procedure for determination of 
deficiencies and appropriate corrective 
action. The following procedure shall 
apply in all cases in which a deficiency 
is determined and corrective action may 
be imposed on an insured institution, 
pursuant to paragraph (d) of this 
section: 

(1) The appropriate Supervisory Agent 
shall give the board of directors of the 
institution written notice of the deter¬ 
mination of a deficiency and the amount 
thereof within sixty (60) days after the 
institution has filed its quarterly report. 
The written notice shall also contain 
such supervisory requests and recom¬ 
mendations for corrective action as may 
be appropriate to the situation. 

(2) The institution shall have fifteen 
(15) days from the date of the written 
notice from the Supervisory Agent in 
which to submit evidence of compliance 
with supervisory requests or recommen¬ 
dations or to submit any memoranda or 
other material relevant to the deter¬ 
mination as to a deficiency and the 
amount thereof and the recommenda¬ 
tions as to appropriate corrective action. 

(3) The Supervisory Agent, after con¬ 
sideration of any corrective action al¬ 
ready taken and of any material sub¬ 
mitted by the institution, shall make his 
recommendation of corrective action to 
be taken. This recommendation, together 
with all relevant supporting data, shall 
be transmitted to the appropriate Re¬ 
gional Director of the Office of Examina¬ 
tions and Supervision. 

<4) The Regional Director shall re¬ 
view the Supervisory Agent’s recommen¬ 
dation and any material submitted by 
the institution and shall make a sep¬ 
arate evaluation sufficient to support his 
own recommendation of corrective action 
to be taken. The evaluation, recommen¬ 
dations, and any supporting data shall 
be transmitted to the Director, Office of 
Examinations and Supervision, who will 
submit to the Corporation a recommen¬ 
dation for appropriate corrective action. 

(5) The Corporation shall reach a 
decision as to the appropriate corrective 
action to be taken, and written notice 
thereof shall be sent to the institution 
oy the Supervisory Agent. If additional 
information is found necessary as to an 
institution's operations, the institution 
snail be so notified in a similar manner. 

(6) The institution shall have the 
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right to submit to the Supervisory Agent 
a written petition for reconsideration, 
within fifteen (15) days from the date of 
the written notice of the Corporation’s 
decision. If the institution decides to 
petition for reconsideration, it may sub¬ 
mit with the petition additional memo¬ 
randa or other relevant material for con¬ 
sideration by the Corporation. The Su¬ 
pervisory Agent shall make his recom¬ 
mendation with respect to the matter 
and transmit it, together with the peti¬ 
tion and any relevant supporting data, 
to the appropriate Regional Director of 
the Office of Examinations and Super¬ 
vision, who will make his own recom¬ 
mendation. The petition, recommenda¬ 
tions, and any relevant supporting data 
shall be transmitted to the Director, Of¬ 
fice of Examinations and Supervision, 
who will submit to the Corporation his 
own recommendations for appropriate 
corrective action. The Supervisory Agent 
shall promptly notify the institution, in 
writing, of the action taken by the Cor¬ 
poration on the petition for reconsidera¬ 
tion. 

§ 563.14 Charging of losers and pay mcnt 
of dividends and 2ntere*l« 

No insured institution which has 
charged losses to its Federal insurance 
reserve account shall declare any divi¬ 
dends or pay any interest on savings un¬ 
less the amount standing to the credit of 
such account, after deduction of all 
charges, is equal to at least the amounts 
required under § 563.13. However, for any 
year when losses are charged to such 
reserve, the declaration of such dividends 
or the payment of such interest on sav¬ 
ings may be made if prior written ap¬ 
proval is obtained from the Corpora¬ 
tion. The Corporation hereby approves, 
for any such insured institution which 
has been insured for a period of 20 years 
or more and whose Federal insurance re¬ 
serve account, prior to the charging of 
such losses, equaled at least 5 percent 
of all insured accounts, the declaration 
of dividends or the payment of interest 
on savings if such insured institution 
shall have first transferred to its Federal 
insurance reserve account not less than 
25 percent of the sum of its net income 
plus the amount of such proposed divi¬ 
dend or Interest payment for the same 
dividend or interest period. 

§ 571.3 [Rescinded] 

2. Amend Part 571 by rescinding 
§ 571.3 thereof. 

(Secs. 402, 403, Stat. 1256, 1257, as amended; 
12 U.8.C. 1725, 1726. Reorg. Plan No. 3 of 
1947, 12 FJEL 4981, 3 CFR. 1943-48 Comp., 
p. 1071) 

Resolved further that interested per¬ 
sons are invited to submit written data, 
views, and arguments to the Office of 
the Secretary, Federal Home Loan Bank 
Board, 101 Indiana Avenue NW., Wash¬ 
ington, DC 20552, by September 29, 1972, 
as to whether this proposal should be 
adopted, rejected, or modified. Written 
material submitted will be available for 
public inspection at the above address 
unless confidential teratment is requested 
or the material would not be made 
available to the public or otherwise dis¬ 
closed under § 505.6 of the general reg- 
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illations of the Federal Home Loan Bank 
Board (12 CFR 505.6). 

By the Federal Home Loan Bank 
Board. 

[seal] Eugene M. Herrin, 

Assistant Secretary, 

IFR Doc.72-14469 Filed 8-24-72:8:49 ami 

VETERANS ADMINISTRATION 

[ 38 CFR Part 36 1 
LOAN GUARANTY PROGRAM 

Notice of Proposed Regulatory 
Development 

The Veterans Administration is con¬ 
sidering amending § 36.4363. title 38 of 
the Code of Federal Regulations to add 
new material entitled “Affirmative Fair 
Housing Marketing Program." The pro¬ 
posed amendment is issued pursuant to 
the authority of section 210(c) of title 
38, United States Code. This proposed 
amendment would establish procedures 
designed to assure that new and proposed 
residential subdivisions and new and pro¬ 
posed individual homes offered for sale 
with the assistance of Veterans Admin¬ 
istration guaranteed or insured financing 
will be so marketed as to provide equal 
opportunity to purchase without regard 
to the race, color, religion, or national 
origin of the veteran. Applicants request¬ 
ing the Veterans Administration to ap¬ 
praise such properties or to approve sub¬ 
divisions must demonstrate and adhere 
to an affirmative program designed to 
assure this objective. 

Interested persons are invited to sub¬ 
mit written comments, suggestions, or 
objections regarding the proposal to the 
Administrator of Veterans Affairs 
(232H), Veterans Administration Cen¬ 
tral Office, 810 Vermont Avenue NW., 
Washington, DC 20420. All relevant ma¬ 
terial received not later than 30 days 
after publication of this notice in the 
Federal Register will be considered. All 
written comments received will be avail¬ 
able for public inspection at the above 
address only between the hours of 8 a.m. 
and 4:30 p.m. Monday through Friday 
(except holidays) during the mentioned 
30-day period and for 10 days thereafter. 
Any person visiting Central Office for 
the purpose of inspecting any such com¬ 
ments will be received by the Central 
Office Veterans Assistance Unit in Room 
132. Such visitors to any Veterans Ad¬ 
ministration field station will be in¬ 
formed that the records are available for 
inspection only in Central Office and fur¬ 
nished the address and the above room 
number. 

Notice is also given that it is proposed 
to make any regulations that are adopted 
effective on the date of approval of the 
Administrator. 

It is proposed to amend § 36.4363 of 
Title 38 of the Code of Federal Regula¬ 
tions to read as follows: 

§ 36.4363 Nondiscrimination and equal 
opportunity in housing affirmative 
fair housing marketing program. 

(a) It is the policy of the Veterans Ad¬ 
ministration to administer its program 
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of guaranty and insurance of home loans 
in a manner that will allow all veterans 
of similar income levels, regardless of 
race, color, religion, or national origin, 
an equal opportunity to acquire homes 
in the same housing market area. To 
achieve that end it will be required that 
each builder, sponsor, and developer 
desiring to market properties with the 
assistance of Veterans Administration fi¬ 
nancing pursue affirmative fair hous¬ 
ing marketing practices in soliciting 
veteran buyers, in determining quali¬ 
fications and in concluding sales 
transactions. 

(b) Effective__ 1972, re¬ 

quests for site and subdivision approval 
and requests for master certificates of 
reasonable value or for certificates of 
reasonable value on individual proposed 
construction relating to properties to be 
financed under sections 1810 and 1815, 
title 38, United States Code shall be ac¬ 
companied by an affirmative fair hous¬ 
ing marketing plan of the requester 
(hereinafter referred to as “applicant”). 
Subdivision feasibility approval letters 
and certificates of reasonable value will 
not be issued prior to the approval of such 
plans. The basic purpose of affirmative 
fair housing marketing plans is to 
counteract the dual housing marketing 
systems whereby minority homeseekers, 
regardless of income or personal prefer¬ 
ence, have traditionally been restricted 
to a separate housing supply, frequently 
inferior to that available to the general 
population. Each plan must be designed 
to assure that, insofar as possible, all 
prospective purchasers in the market 
area, especially those who traditionally 
would not have been expected to apply 
for such housing, i.e., the target group, 
are made aware of the fact that the hous¬ 
ing covered by the plan is available to 
them. 

(c) An acceptable affirmative fair 
housing marketing plan must contain 
the following elements: 

(1) The location of the housing, the 
name of the applicant, the number of 
units, the name of the development (if 
applicable), and the organization which 
will be in charge of sales. 

(2) An assurance that the fair housing 
poster will be prominently displayed at 
each place of business where the housing 
covered by the plan is offered for sale by 
the applicant, including all model houses. 
See paragraph (h) of this section for 
specifications and description of fair 
housing poster. 

(3) An assurance that any advertising, 
including television, radio, newspapers, 
or other printed material, in respect to 
the housing covered by the plan, will con¬ 
tain the Equal Housing Opportunity logo¬ 
type, slogan, or statement and will other¬ 
wise conform to the Advertising Guide¬ 
lines for Fair Housing, as set forth in 
paragraph (1) of this section. 

(4) An assurance that an outdoor 
sign, displaying either the approved 
Equal Opportunity logotype, slogan, or 
the approved Equal Opportunity state¬ 
ment, shall be prominently posted at the 
site. 

(5) A copy of written instructions to 
avoid any overt or covert racial or minor¬ 


ity discrimination in the showing or sale 
of properties covered by the plan, to be 
distributed to all sales staff and an assur¬ 
ance that each sales staff member will 
be required to sign a statement to that 
effect. 

(6) Data evidencing the time to be 
spent and the materials to be used to 
train all marketing employees in the im¬ 
plementation of the affirmative fair hous¬ 
ing marketing plan and in the applicable 
fair housing laws. 

(7) A report showing the racial or mi¬ 
nority characteristics of all sales staff 
employed by the applicant or his sales 
agents; a listing of any additional sales 
positions to be filled in the immediate 
foreseeable future; a description of steps 
which will be taken to recruit sales per¬ 
sons so as to make the total sales staff 
representative of the racial or minority 
composition of the market area; and the 
racial or minority characteristics of the 
sales staff to be specifically assigned to 
sell the properties covered by the plan. 

(8) An indication of the racial or mi¬ 
nority composition of the area surround¬ 
ing the location of the housing; identi¬ 
fication of the target group—the racial 
or minority group(s) not expected to ap¬ 
ply for the housing due to historical pat¬ 
terns of discrimination or existing neigh¬ 
borhood segregation. 

(9) A description of the specific meth¬ 
ods the applicant or his agents will use 
to communicate with the target group. 

(d) A finding of noncompliance with 
an approved affirmative fair housing 
marketing plan shall be a proper basis 
for the imposition of sanctions. Sanc¬ 
tions may include but are not limited to 
refusal by the Administrator to ap¬ 
praise, in accordance with § 36.4361. and 
referral to the Department of Justice. 
In addition, application of sanctions by 
the Department of Housing and Urban 
Development for violations of affirmative 
fair housing marketing plans shall re¬ 
sult in reciprocal application of sanc¬ 
tions by the Veterans Administration, 
and vice versa. 

(e) The provisions of paragraphs (a) 
through (d) of this section shall apply 
to all requests for site approval, master 
certificates of reasonable value on in¬ 
dividual new or proposed construction 
and individual certificates of reasonable 
value on proposed construction except 
that no affirmative fair housing market¬ 
ing plan shall be required to be submitted 
in the following instances: 

(1) Requests for appraisal of individ¬ 
ual proposed construction if the veteran 
owns the lot or the lot is being acquired 
by the veteran from a seller other than 
the builder and there is no identity of 
interest between the builder and the 
seller of the lot. 

(2) Requests for appraisal of individ¬ 
ual proposed housing to be purchased 
with the assistance of grants for spe¬ 
cially adapted housing. 

(3) Requests for appraisal of individ¬ 
ual proposed housing to be purchased 
through the Veterans Administration di¬ 
rect loan program. 

(4) Requests for appraisals of in¬ 
dividual proposed residential properties 
If the applicant certifies. In a form pre¬ 


scribed by the Administrator, that his 
participation in the Veterans Adminis¬ 
tration Loan Guaranty Program would 
not thereby exceed five units during the 
past 12 months. 

(5) Requests for approval of site and 
subdivision planning by developers who 
certify, in a form prescribed by the Ad¬ 
ministrator, that they do not intend to 
build or market housing at the site. 

(6) Requests for approval of site and 
subdivision planning or master or in¬ 
dividual certificates of a reasonable value 
for proposed residential properties when 
the applicants have received approval of 
affirmative fair housing marketing plans 
for the particular subdivisions or prop¬ 
erties from HUD (Department of Hous¬ 
ing and Urban Development), or it has 
been determined that the entire market 
area has no minority group population. 

(f) Each builder, sponsor, or other 
seller requesting approval of site and 
subdivision planning shall be required to 
furnish a certification, in the form pre¬ 
scribed by the Administrator, that 
neither it nor anyone authorized to act 
for it will decline to sell any property 
included in such request to a prospective 
purchaser because of his race, color, 
religion, or national origin. Site and sub¬ 
division analysis will not be commenced 
by the Veterans Administration prior to 
receipt of such certification. 

(g) No commitment shall be issued 
and no loan shall be guaranteed or in¬ 
sured under 38 U.S.C. Ch. 37 unless the 
veteran certifies, in such form as the 
Administrator shall prescribe, that 

(1) Neither he, nor anyone authorized 
to act for him. will refuse to sell or rent, 
after the making of a bona fide offer, or 
refuse to negotiate for the sale or rental 
of, or otherwise make unavailable or 
deny the dwelling or property covered 
by this loan to any person because of 
race, color, religion, or national origin; 

(2) He recognizes that any restrictive 
covenant on the property relating to race, 
color, religion, or national origin is illegal 
and void and any such covenant is spe¬ 
cifically disclaimed; and 

(3) He understands that civil action 
for preventive relief may be brought by 
the Attorney General of the United 
States in any appropriate U.S. District 
Court against any person responsible for 
a violation of the applicable law*. 

(h) The fair housing poster shall be 
11 inches by 14 inches and shall bear 
the following legend: 



EQUAL HOUSING 
OPPORTUNITY 

We Do Business in Accordance With the 
Federal Fair Housing Iaw 
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/Title VIH of the Civil Rights Act of 1968) 
v It Is Illegal 

To Discriminate Against 
Any Person Because of Race, 

Color* Religion, or National Origin 

In the sale or rental of housing or resi¬ 
dential lots. 

In advertising the sale or rental of housing. 

In the financing of housing. 

In the provision of real estate brokerage 

services. 

Blockbusting 16 also illegal. 

Anyone who feels he has been discrimi¬ 
nated against should send a complaint to: 
U.S. Department of Housing and Urban 
Development. Assistant Secretary for Equal 
Opportunity, Washington, D.C. 20410 or HUD 
Region or 

iArea Office stamp) 

(i) (1) The use of words, phrases, sen¬ 
tences, and visual aids which have a dis¬ 
criminatory effect . The following words, 
phrases, symbols, and forms typify those 
most often used in residential real estate 
advertising to convey either overt or tacit 
discriminatory intent. Their use should 
therefore be avoided in order to eliminate 
their discriminatory effect. In consider¬ 
ing a complaint under title VIII, the Ad¬ 
ministrator will normally consider the 
use of these and comparable words, 
phrases, symbols, and forms to indicate 
possible violation of the title and to es¬ 
tablish a need for seeking resolution of 
the complaint, if it is apparent from the 
context of the usage that discrimination 
within the meaning of the title is likely 
to result. 

(1) Words descriptive of dwelling, 
landlord, and tenant. White private 
home, colored home, Jewish home. 

(ii) Words indicative of race, color, 
religion, or national origin. Negro, His- 
pano, Mexican, Indian, oriental, black, 
white, WASP, Hebrew, Irish, Italian, 
European, etc. 

(iii) Catch words. Restricted, ghetto, 
disadvantaged. Also, words such as pri¬ 
vate. integrated, traditional, “board ap¬ 
proval” or “membership approved” if 
used in a discriminatory context. 

<iv) Symbols or logotypes. Symbols or 
logotypes which imply or suggest race, 
color, religion, or national origin. 

(v) Colloquialisms . Locally accepted 
words or phrases which imply or suggest 
race, color, religion, or national origin. 

(vi) Directions to the real estate for 
sale or rent (use of maps or written in¬ 
structions) . References to real estate lo¬ 
cation made in terms of racially or ethni¬ 
cally significant landmarks such as an 
existing black development (signal to 
blacks) or an existing development 
known for its exclusion of minorities 
(signal to whites). Specific directions 
given from a racially or ethnically sig¬ 
nificant area. 

(vii) Area ( location ) description. Use 
of religious, ethnic, or racial facilities to 
describe an area neighborhood, or 

location. 

(2) Selective use of advertising media 
or content with discriminatory effect . 
The selective use of advertising in various 
media and with respect to various hous¬ 
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ing developments or sites can lead to dis¬ 
criminatory results and may indicate a 
violation of title VTH. 

(i) Selective geographic impact. Such 
selective use may involve the strategic 
placement of billboards, brochure ad¬ 
vertisements distributed within a limited 
geographic area by hand or in the mail, 
or advertising in particular geographic 
coverage editions of major metropolitan 
newspapers, or in local newspapers which 
are mainly advertising vehicles for reach¬ 
ing a particular segment of the commu¬ 
nity, or in displays or announcements 
only in selected sales offices. 

(ii) Selective use of Equal Opportunity 
slogan or logo. Such selective use may 
involve using the Equal Opportunity 
slogan or logo in advertising reaching 
some geographic areas, but not others, or 
with respect to some properties but not 
others. 

(iii) Selective use of human models. 
Such selective advertising may also in¬ 
volve the use of human models primarily 
in media that cater to one racial or ethnic 
segment of the population that is not bal¬ 
anced by a complementary advertising 
campaign that is directed at other 
groups, or the use by a developer of ra¬ 
cially mixed models to advertise one of 
the developments and not others. 

(3) Policy and practices guidelines. 
The following guidelines are offered as 
suggested methods of assuring equal op¬ 
portunity in real estate advertising: 

(i) Guidelines for use of logotype, 
statement, or slogan. All advertising of 
residential real estate for sale or rent 
can contain an Equal Housing Oppor¬ 
tunity logotype, statement, or slogan as 
a means of educating the homeseeking 
public that the property is available to 
all persons regardless of race, color, reli¬ 
gion, or national origin. Table I (see ap¬ 
pendix below) indicates suggested sizes 
for the use of the logotype. In all space 
advertising which is less than 4 column 
inches of a page in size, the Equal Hous¬ 
ing Opportunity slogan should be used. 
The advertisement may be grouped with 
other advertisements under a caption 
which states that the housing is available 
to all without regard to race, color, reli¬ 
gion, or national origin. Alternatively, 3 
to 5 percent of the advertisement copy 
may be devoted to a statement of the 
Equal Housing Opportunity policy of the 
owner or agent. Table H (see appendix 
below) contains copies of the suggested 
Equal Housing Opportunity logotype, 
statement, and slogan. 

(ii) Guidelines for use of human mod¬ 
els. Human models in photographs, 
drawings, or other graphic techniques 
may be used to indicate racial inclusive¬ 
ness. If models are used in display adver¬ 
tising campaigns, the models should be 
clearly definable as reasonably repre¬ 
senting both majority and minority 
groups in the metropolitan area. Models, 
if used, should indicate to the general 
public that the housing is open to all 
without regard to race, color, religion, or 
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national origin, and is not for the exclu¬ 
sive use of one such group. 

(iii) Guidelines for notification of Fair 
Housing Policy, (a) Employees. All pub¬ 
lishers of advertisements, advertising 
agencies, and firms engaged in the sale 
or rental of real estate should provide a 
printed copy of their nondiscriinlnatory 
policy to each employee and officer. 

(b) Clients. All publishers of advertise¬ 
ments and advertising agencies should 
post a copy of their nondiscrimination 
policy in a conspicuous place wherever 
persons come to place advertising and 
should have copies available for all firms 
and persons using their advertising serv¬ 
ices. 

(c) Publisher's notice. All publishers 
are encouraged to publish at the begin¬ 
ning of the real estate advertising section 
a notice such as that appearing in Table 
III (see appendix below). 

Appendix 

The foUowlng three tables may serve as a 
guide for the use of the Equal Housing 
Opportunity logotype, statement, slogan, and 
publisher’s notice for display advertising: 

TABLE i 

A simple formula can guide the real estate 
advertiser in using the Equal Housing Oppor¬ 
tunity logotype, statement, or slogan. If 
other logotypes are used in the advertise¬ 
ment, then the Equal Housing Opportunity 
logotype should be of a size equal to the larg¬ 
est of the other logotypes: if no other logo¬ 
types are used, then the following guidelines 
can be used. In all Instances, the type should 
be bold display face and no smaller than 8 
point. * 


Size of 

Approximate size of Logotype 

advertisement in inches 

One-half page or larger_ 2x2. 

One-eighth page up to one-half 

page _ lxl. 

Four column inches to one-eighth 

page . Hr * ‘j- 

Less than 4 column Inches_ (’) 

1 Do not use. 


TABLE n— ILLUSTRATIONS OP LOGOTYPE, 
STATEMENT, AND SLOGAN 



EQUAL HOUSING 
OPPORTUNITY 

Equal Housing Opportunity statement: 

We are pledged to the letter and spirit of 
UB. policy for the achievement of equal 
housing opportunity throughout the Nation. 
We encourage and support an affirmative ad¬ 
vertising and marketing program in which 
there are no barriers to obtaining housing 
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because of race, color, religion, or national 
origin. 

Equal Housing Opportunity slogan: 

“Equal Housing Opportunity.*' 

TABUS in— ILLUSTRATION OF PUBLISHER'S 
NOTICE 

Publisher’s notice: 

All real estate advertised In this newspaper 
la subject to the Federal Fair Housing Act of 
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1968 which makes it illegal to advertise “any 
preference, limitation, or discrimination 
based on race, color, religion, or national ori¬ 
gin, or an intention to make any such pref¬ 
erence, limitation, or discrimination.” 

This newspaper will not knowingly accept 
any advertising for real estate which is in 
violation of the law. Our readers are hereby 
Informed that all dwellings advertised in this 


newspaper are available on an equal oppor¬ 
tunity basis. 

Approved: August 18. 1972. 

By the direction of the Administrator. 

[seal] Fred B. Rhodes, 

Deputy Administrator. 

[FR Doc.72-14392 Filed 8-24-72,8:45 ami 
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Notices 


DEPARTMENT OF THE 
TREASURY 

x Internal Revenue Service 

[Order No. 57 (Rev. 3)1 

district directors and director 

OF INTERNATIONAL RELATIONS 

Delegation of Authority Regarding 

Additional Inspection of Taxpayer’s 

Books of Account 

Pursuant to authority vested in the 
Commissioner of Internal Revenue by 
section 3631 of the Internal Revenue 
Code of 1939 and Treasury Department 
Order No. 120, dated July 31, 1950, and 
continued in effect by section 7851(b) (3) 
of the Internal Revenue Code of 1954, 
there is hereby delegated to each District 
Director and to the Director of Interna¬ 
tional Operations, the authority to sign 
in his name, after investigation, the no¬ 
tice to a taxpayer, required by section 
7605(b) of the Internal Revenue Code of 
1954, that an additional inspection of 
such taxpayer’s books of account is 
necessary. 

This authority may not be redele¬ 
gated. 

This order supersedes Delegation Order 
No. 57 (Rev. 2) issued December 4, 1969. 

Issued and effective on August 18,1972. 

[seal! Johnnie M. Walters. 

Commissioner . 

(FR Doc.72-14510 Filed 8-24-72:8:53 am) 


Office of the Secretary 

WOOL AND POLYESTER/WOOL 

WORSTED FABRICS FROM JAPAN 

Amendment of Determination of 

Sales at Less Than Fair Value 

August 23,1972. 

A notice of “Determination of Sales 
at Less Than Pair Value” was published 
In the Federal Register of August 12, 
1972 (37 F.R. 16413, F.R. Doc. 72-12849), 
advising that wool and polyester/wool 
worsted fabrics imported from Japan 
were being, or were likely to be, sold at 
less than fair value within the mean¬ 
ing of the Antidumping Act, 1921, as 
amended (19 U.S.C. 160 et seq.). 

To clarify that notice, it is amended 
by the addition of the following para¬ 
graph which is to be inserted immedi¬ 
ately after the third paragraph: 

“As used herein, wool and polyester/ 
wool worsted fabrics shall mean machine 
woven worsted fabrics, weighing not 
°y® p 8 ounces per square yard. (1) in 
chief weight or chief value of wool and 
valued over 2 dollars but not over 4 dol¬ 
lars per pound: or (2) in chief value of 
man-made fibers containing over 17 per¬ 
cent of wool by weight, but not in chief 


weight of wool, and valued over 2 dollars 
per pound.” 

[seal! Matthew J. Marks. 

Acting Assistant Secretary . 
[FR Doc. 72-14590 Filed 8-24-72:9:68 am] 

DEPARTMENT OF AGRICULTURE 

Soil Conservation Service 

BACON CREEK WATERSHED 
PROJECT, IOWA 

Notice of Availability of Final 
Environmental Statement 

Pursuant to section 102(2) (C) of the 
National Environmental Policy Act of 
1969, the U.S. Department of Agricul¬ 
ture, Soil Conservation Service has pre¬ 
pared a final environmental statement 
for the Bacon Creek Watershed Project, 
Woodbury and Plymouth Counties, Iowa, 
USDA-SCS-ES-W S- (ADM) -71-53 (F). 

The environmental statement con¬ 
cerns a plan for watershed protection, 
flood prevention, and recreation. The 
planned works of improvement include 
conservation land treatment supple¬ 
mented by 31 grade stabilization struc¬ 
tures, five flood water retarding and 
sediment control structures, and one 
multipurpose reservoir with basic recrea¬ 
tion facilities. 

The final environmental statement 
was transmitted to CEQ on August 15, 
1972. 

Copies are available for inspection 
during regular working hours at the fol¬ 
lowing locations: 

USDA, Soil Conservation Service, Washing¬ 
ton Office, South Agriculture Building, 
Room 5227, 12th Street and Independence 
Avenue SW., Washington, DC 20250. 
USDA, Soil Conservation Service, 823 Fed¬ 
eral Building, 210 Walnut Street, Des 
Moines, IA 50309. 

Copies are also available from the Na¬ 
tional Technical Information Service, 
U.S. Department of Commerce, Spring- 
field, Va. 22151. Please refer to the name 
and number of statement above when 
ordering. The estimated cost is $4. 

Copies of the environmental statement 
have been sent to various Federal, State, 
and local agencies as outlined in the 
Council on Environmental Quality 
Guidelines. 

Dated: August22,1972. 

Kenneth E. Grant, 

Adjninistrator . 

Soil Conservation Service. 
[FR Doc.72-14504 Filed 8-24-72:8:53 am] 


STARKWEATHER WATERSHED 
PROJECT, N. DAK. 

Notice of Availability of Draft 
Environmental Statement (Rev.) 

Pursuant to section 102(2) (C) of the 
National Environmental Policy Act of 


1969, the Soil Conservation Service, De¬ 
partment of Agriculture has prepared a 
draft environmental statement (Rev.) 
for the Starkweather Watershed Proj¬ 
ect, Cavalier and Ramsey Counties, 
N. Dak.; USD A-SCS-ES-WS- <ADM) - 
72-7-(Rev.) (D). 

The environmental statement concerns 
a plan for watershed protection, flood 
prevention, drainage and wetland pres¬ 
ervation. The planned works of improve¬ 
ment include conservation land treat¬ 
ment, supplemented by 60.6 miles of 
channel work, a lake level control struc¬ 
ture, and wetland preservation. 

This draft environmental statement 
(Rev.) was transmitted to CEQ on 
August 15, 1972. 

Copies are available during regular 
working hours at the following locations: 

USDA, Soil Conservation Service. South 
Agriculture Building. Room 6227, 12th 
Street and Independence Avenue SW.. 
Washington, DC 20250. 

USDA. Soil Conservation Service, Federal 

Building, Ro6ser Avenue and Third Street, 
Post Office Box 1458, Bismarck, ND 58501. 
USDA, Soil Conservation Service. Area Office. 
Federal Office Building. Room 301, First 
Avenue and North Fourth Street, Grand 
Forks, ND 58201. 

USDA. Soil Conservation Service. County 

Courthouse. Post Office Box 882, Devils 

Lake. ND 58301. 

USDA, Soil Conservation Service, County 

Courthouse. Post Office Box 145, Langdon, 
ND 58249. 

Copies are also available from the Na¬ 
tional Technical Information Service, 
U.S. Department of Commerce, Spring- 
field, Va. 22151. Please refer to the name 
and number of statement above when or¬ 
dering. The estimated cost is $3.25. 

Copies of the environmental statement 
have been sent for comment to various 
Federal, State, and local agencies as out¬ 
lined in the Council on Environmental 
Quality Guidelines. Comments are in¬ 
vited from anyone having knowledge of 
or special expertise with respect to any 
environmental Impacts. 

Comments concerning the proposed 
action and requests for additional infor¬ 
mation should be addressed to Mr. 
Charles A. Evans, State Conservationist. 
Federal Building, Rosser Avenue and 
Third Street, Post Office Box 1485, Bis¬ 
marck, ND 58501. 

Comments must be received within 60 
days from the date the draft environ¬ 
mental statement (Rev.) was transmit¬ 
ted to CEQ in order to be considered in 
the preparation of the final environ¬ 
mental statement. 

Dated: August22,1972. 

Kenneth E. Grant. 

Administrator , 

Soil Conservation Service . 

[FR Doc.72-14505 Filed 8-24-27:8:53 am] 
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NOTICES 


DEPARTMENT OF COMMERCE 

Office of Import Programs 

DUKE UNIVERSITY MEDICAL CENTER 
ET AL. 

Notice of Applications for Duty-Free 

Entry of Scientific Articles 

The following are notices of the receipt 
of applications for duty-free entry of sci¬ 
entific articles pursuant to section 6(c) 
of the Educational, Scientific, and Cul¬ 
tural Materials Importation Act of 1966 
(Public Law 89-651; 80 Stat. 897). In¬ 
terested persons may present their views 
with respect to the question of whether 
an instrument or apparatus of equivalent 
scientific value for the purposes for which 
the article is intended to be used is be¬ 
ing manufactured in the United States. 
Such comments must be filed in triplicate 
with the Director, Special Import Pro¬ 
grams Division, Office of Import Pro¬ 
grams, Washington, D.C. 20230, within 
20 calendar days after the date on which 
this notice of application is published in 
the Federal Register. 

Amended regulations issued under cited 
Act, as published in the February 24, 
1972, issue of the Federal Register, pre¬ 
scribe the requirements applicable to 
comments. 

A copy of each application is on file, 
and may be examined during ordinary 
Commerce Department business hours at 
the Special Import Programs Division, 
Department of Commerce. Washington, 
D.C. 

Docket No. 73-00058-33-19000. Appli¬ 
cant: Duke University Medical Center, 
Department of Biochemistry, Durham, 
N.C. 27710. Article: Digital precision den¬ 
sity meter, DMA 02. Manufacturer: 
Anton Paar K.G., Austria. Intended use 
of article: The article is intended to be 
used to measure the densities of solu¬ 
tions containing proteins of biomedical 
importance, and from this information 
the effective density of the protein itself 
(partial specific volume) will be calcu¬ 
lated. Application received by Commis¬ 
sioner of Customs: July 27, 1972. 

Docket No. 73-00059-33-03500. Appli¬ 
cant: The Union Memorial Hospital, 33d 
and Calvert Streets, Baltimore, Md. 
21218. Article: Precision automatic re¬ 
cording audiometer (Bekesy type). Man¬ 
ufacturer: Rion Co., Ltd., Japan. In¬ 
tended use of article: The article is in¬ 
tended to be used in Bekesy studies on 
patients with sensori-neural hearing loss 
(including brain tumors) for further en¬ 
lightenment with regard to brain lesions 
affecting hearing and neural hearing loss. 
The article will also be used for teaching 
otology to residents and interns. Applica¬ 
tion received by Commissioner of Cus¬ 
toms: July 26, 1972. 

Docket No. 73-00060-33-46070. Appli¬ 
cant: The University of Iowa, Iow*a City, 
Iowa 52240. Article: Scanning electron 
microscope. Model S4. Manufacturer: 
Cambridge Scientific Instruments, 
United Kingdom. Intended use of article: 
The article is intended to be used to 
examine (1) fresh, wet, or live speci¬ 


mens over a prolonged time period, (2) 
quick-frozen specimens maintained at 
liquid nitrogen temperature in the 
microscope, (3) freeze-etch replicas in 
the scanning electron microscope, (4) 
the performance of the freeze-etch 
technique associated with the scanning 
electron microscope, and (5) the 
oogenesis of female germ cells, spe¬ 
cifically the yolk platelets which serve 
to provide nourishment during the pe¬ 
riod of embryonic development. The ar¬ 
ticle will be used by several departments 
representing a broad spectrum of bio¬ 
logical and medical research. The article 
will also be used in teaching scanning 
electron microscopy in biological and 
medical research to graduate students. 
Application received by Commissioner 
of Customs: July 25, 1972. 

Docket No. 73-00061-33-46040. Appli¬ 
cant: Temple University School of 
Medicine. Department of Anatomy, 3420 
North Broad Street, Philadelphia, PA 
19140. Article: Electron microscope, 
Model JEM 100B with JEM ASID scan¬ 
ning attachment. Manufacturer: JEOL, 
Ltd., Japan. Intended use of article: The 
article is intended to be used in a broad 
range of research programs. Among the 
research interests of the faculty are the 
following: 

(1) The study of frozen thin sections 
of fresh-frozen tissue for the localization 
of diffusible substances by autoradiog¬ 
raphy at the electron microscope level. 

(2) The structural organization of 
skeletal and cardiac muscle in normal 
and pathological material from man and 
various experimental animals. 

(3) Position of Na-K-activated TPase 
by cytochemistry at the electron micro¬ 
scope level. 

(4) The nature of radiation damage 
in the parotid gland. 

Application received by Commissioner 
of Customs: July 27, 1972. 

Docket No. 73-00062-33-43780. Appli¬ 
cant: Medical University of South Caro¬ 
lina, 80 Barre Street, Charleston, SC 
29401. Article: Corticography set, depth 
electrode and stimulating electrode, bi¬ 
polar. Manufacturer: E. Puodziunas, 
Canada. Intended use of article: The 
article is intended to be used to record 
brain waves at operation for epilepsy to 
find the abnormal area of the brain from 
which the epileptic activity is originat¬ 
ing. Application received by Commis¬ 
sioner of Customs: July 28, 1972. 

Seth M. Bodner, 

Director , 

Office of Import Programs. 

[PR Doc.72-14470 Filed 8 24-72:8:50 am] 


HARVARD UNIVERSITY AND 
DEPARTMENT OF AGRICULTURE 

Notice of Consolidated Decision on 
Applications for Duty-Free Entry of 
Accessories for Foreign Instruments 

The following is a consolidated deci¬ 
sion on applications for duty-free entry 
of accessories for foreign instruments 
pursuant to section 6(c) of the Edu¬ 


cational Scientific and Cultural Mate¬ 
rials Importation Act of 1966 (Public 
Law 89651. 80 Stat. 897) and the regu¬ 
lations issued thereunder as amended 
(37 F.R. 3892 et seq.). (See especially 
§ 701.11(e).) 

A copy of the record pertaining to 
each of the decisions is available for 
public review during ordinary business 
hours of the Department of Commerce, 
at the Office of Import Programs, De¬ 
partment of Commerce, Washington, 
D,C. 

Docket No. 72 00442-00-11000. Appli¬ 
cant: Harvard University, Purchasing 
Department. 75 Mount Auburn Street, 
Cambridge. MA 02138. Article: Multiple 
ion detector. Manufacturer: LKB Pro- 
dukter AB. Sweden. Intended use of arti¬ 
cle: The article is to be used as an acces¬ 
sory to an existing gas chromatograph - 
mass spectrometer which will allow de¬ 
tection and measurement of deuterium 
in steroid and other compounds, thus 
extending the scope of metabolic experi¬ 
ments with deuterium and other heavy 
isotopes. The complete instrument will 
be used for the identification and char¬ 
acterization of steroid hormone deriva¬ 
tives prepared by partial synthesis, for 
the measurement of heavy isotopes and 
the development of new methods for 
preparing steroids labeled with heavy 
isotopes in known positions and in a 
sterospecific fashion, for the recogni¬ 
tion of metabolic transformation prod¬ 
ucts of such steroid hormones and their 
derivates in experiments carried out 
with human and other mammalian tis¬ 
sues that may be normal or cancerous, 
and for elucidation by means of isotop- 
ically labeled compounds of enzymatic 
mechanisms. In addition the article will 
be used in the training of undergrad¬ 
uate and graduate students and post¬ 
doctoral students in various aspects of 
biochemistry. Application received by 
Commissioner of Customs: March 13. 
1972. Advice submitted by Department 
of Health, Education, and Welfare on: 
July 28, 1972. 

Docket No. 72-00444-00-46040. Appli¬ 
cant: U.S. Department of Agriculture, 
ARS, Plant Virology Laboratory. Plant 
Science Research Division, 201 West 
Building. Plant Industry Station. Belts- 
ville, Md. 20705. Article: Goniometer. 
Manufacturer: JEOL, Japan, Intended 
use of article: The article is intended to 
be used as an accessory to an existing 
electron microscope to allow greater tilt 
capabilities thus making it possible to ob¬ 
tain much additional information from 
three-dimensional specimens and in¬ 
crease the ability to properly interpret 
the fine structures of cell components 
and viruses. Application received by 
Commissioner of Customs: March 15, 
1972. Advice submitted by Department of 
Health, Education, and Welfare on: 
July 28,1972. 

Comments: No comments have been 
received with respect to any of the fore¬ 
going applications. Decision: Applica¬ 
tions approved. No instrument or appara¬ 
tus of equivalent scientific value to the 
foreign articles, for the purposes for 
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which the articles are intended to be 
used, is being manufactured in the 
United States. 

Reasons: The applications relate to 
compatible accessories for instruments 
that have been previously imported for 
the use of the applicant institutions. The 
articles are being manufactured by the 
manufacturers which produced the in¬ 
struments with which they are intended 
to be used. We are advised by the De¬ 
partment of Health, Education, and Wel¬ 
fare in the respectively cited memoranda 
that the accessories are pertinent to the 
applicants' intended uses and that it 
knows of no comparable domestic 
articles. 

The Department of Commerce knovrs 
of no similar accessories manufactured 
in the United States which are inter¬ 
changeable with or can be readily 
adapted to the instruments with which 
the foreign articles are intended to be 
used. 

Seth M. Bodner, 
Director , 

Office of Import Programs. 

[FR Doc.72-14471 Filed 8-24-72;8:50 ami 


DEPARTMENT OF FISH AND GAME, 
ALASKA ET AL. 

Notice of Applications for Duty-Free 
Entry of Scientific Articles 

The following are notices of the receipt 
of applications for duty-free entry of 
scientific articles pursuant to section 6 
(c) of the Educational, Scientific, and 
Cultural Materials Importation Act of 
1966 (Public Law 89-651; 80 Stat. 897). 
Interested persons may present their 
views with respect to the question of 
whether an instrument or apparatus of 
equivalent scientific value for the pur¬ 
poses for which the article is intended 
to be used is being manufactured in the 
United States. Such comments must be 
filed in triplicate with the Director, Spe¬ 
cial Import Programs Division, Office of 
Import Programs, Washington, D.C. 
20230, within 20 calendar days after the 
date on which this notice of application 
is published in the Federal Register. 

Amended regulations issued under 
cited Act, as published in the Febru¬ 
ary 24, 1972, issue of the Federal Regis¬ 
ter, prescribe the requirements appli¬ 
cable to comments. 

A copy of each application is on file, 
and may be examined during ordinary 
Commerce Department business hours at 
the Special Import Programs Division, 
Department of Commerce. Washington, 
D.C. 

Docket No. 72-00611-90-29900.-Appli¬ 
cant: State of Alaska, Department of 
Fish and Game, Subport Building, Ju¬ 
neau. Alaska 99801. Article: Pluralis fil¬ 
ter. Model FA-HCF-P—6. Manufacturer: 
R. E. Flatow and Co., Inc., Canada. In¬ 
tended use of article: The article is in¬ 
tended to be used in studies involving 
the rearing and genetic manipulations of 
fishes. It will provide a filtered water 
supply which will not clog and impede 
u-ater flow through small interspaces. 


The most critical aspects is to efficiently, 
without failure or interruption, remove 
all living matter above 15 microns in size. 
This allows the associated ultraviolet 
ray treatment to destroy the remaining 
organisms and provide sterile water to 
carry large numbers of eggs and fish in 
an extremely crowded environment with¬ 
out the otherwise inevitable introduction 
of diseases from the water supply. Ap¬ 
plication received by Commissioner of 
Customs: June 6,1972. 

Docket No. 73-00048-55-17500. Appli¬ 
cant: Oregon State University, School 
of Oceanography, Corvallis, Oreg. 97331. 
Article: Recording current meter. Man¬ 
ufacturer: Iuar Aanderaa, Norway. In¬ 
tended use of article: The article is in¬ 
tended to be used in the coastal upwelling 
ecosystem analysis program to provide 
an adequate synoptic description of the 
physical environment (the wind, the flow, 
and the distribution properties) to both 
the physical and ecosystem modelists 
studying the upwelling region. Specifi¬ 
cally, the objectives of all the associated 
CUEA experiments and projects are: 

(1) To describe in spatial and tem¬ 
poral detail the circulation and density 
field and their variability to reveal and 
elucidate the dynamically significant 
features; 

(2) To provide the input data required 
for the numerical models (wind, density 
field, boundary values for flow); and 

(3) To verify the predictions of the 
numerical models by time series measure¬ 
ments of currents, winds, and physical 
properties. 

Application received by Commissioner 
of Customs: July 24,1972. 

Docket No. 73-00049-33-40700. Appli¬ 
cant: Georgia Institute of Technology, 
School of Biology, 225 North Avenue NW., 
Atlanta, GA 30332. Article: Research 
irradiator, Model Gammabeam 100C and 
accessories. Manufacturer: Atomic En¬ 
ergy of Canada Ltd., Canada. Intended 
use of article: The article is intended to 
be used to facilitate investigation of the 
mutagenic effects of low level radiation 
on mammalian systems as well as varied 
studies of the effects of low to moderate 
radiation doses on the genetic and physi¬ 
ological systems of living organisms, or 
of nonliving materials. The artcile will 
also be used in biology courses in at¬ 
tempts to develop an understanding of 
radiation, particularly ionizing radiation, 
and its effect upon biological systems. 
Application received by Commissioner of 
Customs: July 24,1972. 

Docket No. 73-00050-33-43400. Appli¬ 
cant: The Research Foundation of State 
University of New York, 1807 Elmwood 
Avenue, Buffalo, NY 14207. Article: 
Stepping micromanipulator. Manufac¬ 
turer: AB Transvertex, Sweden. In¬ 
tended use of article. The article is in¬ 
tended to be used in research on the 
nervous system for investigations of ac¬ 
curate and carefully controlled move¬ 
ments of recording microelectrodes in 
the brains of living anesthetized animals. 
Application received by Commissioner of 
Customs: July 24,1972. 

Docket No. 73-00052-01-10100. Appli¬ 
cant: Yeshiva University, Belfer Grad¬ 


uate School of Science, Amsterdam 
Avenue and 185th Street, New York, N.Y. 
10033. Article: Temperature-jump in¬ 
strument. Manufacturer: Hartley Meas¬ 
urements, Ltd., United Kingdom. In¬ 
tended use of article: The article Ls 
intended to be used to determine the rates 
of extremely fast reactions in aqueous 
solutions. The temperature-jump tech¬ 
nique consists of perturbing an equilib¬ 
rium system with rapid change in 
temperature and observing the rapid 
exponential relaxation to the new 
equilibrium conditions. The relaxation 
times of the reactions to be studied arc 
as fast as 1 or 2 microseconds. Particular 
emphasis will be placed on reactions of 
biochemical importance, differences be¬ 
tween diastereoisomeric pairs, and dif¬ 
ferences between isotopic pairs. Appli¬ 
cation received by Commissioner of 
Customs: July 3,1972. 

Docket No. 73-00053-33-46040. Appli¬ 
cant: Northeastern Illinois University, 
Bryn Mawr and St. Louis Avenues, Chi¬ 
cago, Ill. 60625. Article: Electron micro¬ 
scope, Model JEM T8. Manufacturer: 
JEOL. Ltd., Japan. Intended use of arti¬ 
cle: The article is intended to be used in 
the study of lysosomes in protoza and 
oocyte differentiation in Drosophila. 
Serial sections will be used to trace the 
origin of lysosomes in protoza and to re¬ 
construct stages in early oocyte develop¬ 
ment. The article will also be used in a 
laboratory Electron Microscopy Course 
for advanced students covering the 
theory, operation, and application of 
electron microscopy to biological re¬ 
search. In addition, the article will be 
used by undergraduate students in the 
Protozoology, Cytology, and Plant Anat¬ 
omy courses. Application received by 
Commissioner of Customs: July 26, 1972. 

Docket No. 73-00051-33-46040. Appli¬ 
cant: USD A, ARS, Metabolism & Radia¬ 
tion Research Laboratory, State Univer¬ 
sity Station, Fargo, N. Dak. 58102. Arti¬ 
cle: Electron microscope. Model 300. 
Manufacturer: Philips Electronic Instru¬ 
ments. NVD, the Netherlands. Intended 
use of article: The article is intended to 
be used for studies on reproduction of in¬ 
sects of economic importance. The studies 
will include: The metamorphosis of 
sperm in male and female reproductive 
tracts; ultrastructural histochemical 
tests and experiments on the nature of 
reproductive tracts and accessory mate¬ 
rial; the effects of radiation on gametes 
and reproductive allied tissues; and the 
investigation of chromosome structure 
in regard to different kinetic types and 
their resistance and sensitivity to radia¬ 
tion. Application received by Commis¬ 
sioner of Customs: July 24, 1972. 

Docket No. 73-00054-33-90000. Appli¬ 
cant: Harvard University, Purchasing 
Department, 75 Mount Auburn Street. 
Cambridge, MA 02138. Article: Rotating 
anode X-ray diffraction generator. 
Manufacturer: Elliott Automation Radar 
Systems. Ltd., United Kingdom. Intended 
use of article: The article is intended to 
be used in the determination of the 
structure of viruses by X-ray diffraction 
studies. The article will also be used to 
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train predoctoral and postdoctoral stu¬ 
dents in the techniques of X-ray diffrac¬ 
tion. Application received by Commis¬ 
sioner of Customs: July 21, 1972. 

Docket No. 73-00056-75-30095. Appli¬ 
cant: Yeshiva University, Belfer Gradu¬ 
ate School of Science, Amsterdam Ave¬ 
nue and 185th Street, New York, N.Y. 
10033. Article: Canterbury stopped-flow 
apparatus. Manufacturer: NP. Consult¬ 
ing, United Kingdom. Intended use of 
article: The article will be used to deter¬ 
mine rates of fast reactions in aqueous 
and nonaqueous solutions. The stopped- 
flow technique consists of rapidly mixing 
two solutions, suddenly stopping the 
mixing process, and observing the rapid 
concentration changes as the system ap¬ 
proaches the equilibrium state. The de¬ 
termined kinetics of these reactions will 
be used to provide important physico¬ 
chemical information concerning the 
mechanisms of the reactions. Applica¬ 
tion received by Commissioner of Cus¬ 
toms: July 3,1972. 

Seth M. Bodner, 

Director, 

Office o/ Import Programs . 

|PR Doc.72-14475 Filed 8-24-72;8:50 am] 


UNIVERSITY OF CALIFORNIA 

Notice of Decision on Application for 

Duty-Free Entry of Scientific Article 

The following is a decision on an ap¬ 
plication for duty-free entry of a scien¬ 
tific article pursuant to section 6(c) of 
the Educational, Scientific, and Cultural 
Materials Importation Act of 1966 (Pub¬ 
lic Law 89-651, 80 Stat. 897) and the 
regulations issued thereunder as 
amended (37 F.R. 3892 et seq.). 

A copy of the record pertaining to this 
decision is available for public review 
during ordinary business hours of the 
Department of Commerce, at the Office 
of Import Programs, Department of 
Commerce. Washington, D.C. 

Docket No. 72-00341-33-46040. Appli¬ 
cant: University of California. Depart¬ 
ment of Molecular Biology, Berkeley, 
Calif. 94720. Article: Electron micro¬ 
scope, Model JEM 100B and accessories. 
Manufacturer: JEOL, Ltd., Japan. In¬ 
tended use of article: The article is in¬ 
tended to be used for the study of tumor 
viruses—particularly Rous sarcoma virus 
in relation to the following aspects of the 
structure of the virions: (1) The com¬ 
plete virion and its outer envelope, (2) 
the "nucleoid” or "core,” (3) the RNA 
contained within the core, and (4) the 
polymerases involved in replication. 

Comments: No comments have been 
received with respect to this application. 
Decision: Application approved. No in¬ 
strument or apparatus of equivalent sci¬ 
entific value to the foreign article, for 
such purposes as this article is intended 
to be used, is being manufactured in the 
United States. Reasons: The foreign arti¬ 
cle has a specified resolving capability 
of 3.5 angstroms. The most closely com¬ 
parable domestic instrument is the Model 
EMU-4C electron microscope manufac¬ 


tured by the Forgflo Corp. The Model 
EMU-4C has a specified resolving capa¬ 
bility of 5 angstroms. (The lower the 
numerical rating in terms of angstrom 
units, the better the resolving capabil¬ 
ity.) We are advised by the Department 
of Health, Education, and Welfare in 
its memorandum dated June 27, 1972, 
that the additional resolving capability of 
the foreign article is pertinent to the 
purposes for which the foreign article 
is intended to be used. We, therefore, find 
that the Model EMU-4C is not of equiva¬ 
lent scientific value to the foreign article 
for such purposes as the article is in¬ 
tended to be used. 

The Department of Commerce knows 
of no other instrument or apparatus of 
equivalent scientific value to the foreign 
article, for such purposes as this article 
is intended to be used, which is being 
manufactured in the United States. 

Seth M. Bodner, 

Director , Office of Import Programs. 

[ FR Doc.72-14472 Filed 8-24-72; 8:50 am | 


UNIVERSITY OF OREGON ET AL. 

Notice of Applications for Duty-Free 
Entry of Scientific Articles 

The following are notices of the re¬ 
ceipt of applications for duty-free entry 
of scientific articles pursuant to section 
6(c) of the Educational, Scientific, and 
Cultural Materials Importation Act of 
1966 (Public Law 89-651; 80 Stat. 897). 
Interested persons may present their 
views with respect to the question of 
whether an instrument or apparatus of 
equivalent scientific value for the pur¬ 
poses for which the article is intended 
to be used is being manufactured in the 
United States. Such comments must be 
filed in triplicate with the Director, Spe¬ 
cial Import Programs Division, Office of 
Import Programs. Washington, D.C. 
20230, within 20 calendar days after the 
date on which this notice of applica¬ 
tion is published in the Federal Register. 

Amended regulations issued under 
cited Act, as published in the February 
24, 1972, issue of the Federal Register, 
prescribe the requirements applicable to 
comments. 

A copy of each application is on file, 
and may be examined during ordinary 
Commerce Department business hours at 
the Special Import Programs Division, 
Department of Commerce, Washington, 
D.C. 

Docket No. 73-00063-01-77095. Appli¬ 
cant: University of Oregon. Department 
of Chemistry, Eugene. Oreg. 97403, 
Article: Photoelectron spectrometer, 
PS-18. Manufacturer: Perkin-Elmer, 
United Kingdom. Intended use of article: 
The article is intended to be used in the 
determination of the binding energy 
spectrum of gaseous substrates. The ma¬ 
terials to be investigated are organic 
compounds which can be vaporized at 
temperatures below 300° C. Experiments 
to be conducted in addition to routine 
measurements on stable substances in¬ 
clude attempts at detecting transient 
molecular species. The article will also be 


used by both graduate and undergradu¬ 
ate students in the pursuit of their re¬ 
spective research projects. The article 
will also be used for demonstration pur¬ 
poses in applied spectroscopy courses. 
Application received by Commissioner of 
Customs: July 26, 1972. 

Docket No. 73-00064-46500. Applicant: 
Veterans Administration Hospital, Mid- 
dleville Road, Northport, N.Y. 11768. 
Article: Ultramicrotome, Model LKB 
8800A. Manufacturer: LKB Produkter. 
AB, Sweden. Intended use of article: The 
article is intended to be used for diag¬ 
nosis and treatment of diseases. The 
article will also be used for research and 
education of medical students of the 
State University of New York at Stony 
Brook. Application received by Commis¬ 
sioner of Customs: July 28, 1972. 

Docket No. 73-00065-33-46500. Appli¬ 
cant: Medical College of Georgia. 1459 
Gwinnett Street, Augusta, GA 30902. Ar¬ 
ticle: Ultramicrotome, Model LKB 8800A. 
Manufacturer: LKB Produkter AB, 
Sweden. Intended use of article: The 
article is intended to be used in experi¬ 
ments designed to study effects of varia¬ 
tions in cooling rate, cryoprotectant con¬ 
centration, and thawing rate on ultra- 
structure and function of cells and whole 
organs. Currently under investigation are 
the effects of freezing and thawing on 
these parameters in rat hearts and 
rabbit kidneys. The article will be used 
in the graduate (Ph. D. level) research 
training program in the Department of 
Pharmacology. Application received by 
Commissioner of Customs: July 28. 1972. 

Docket No. 73-00066-33-46500. Appli¬ 
cant: Veterans Administration Hospital. 
646, University Drive C, Pittsburgh, PA 
15240. Article: Ultramicrotome, Model 
LKB 8800A. Manufacturer: LKB Pro¬ 
dukter AB, Sweden. Intended use of 
article: The article will be used to sec¬ 
tion plastic-embedded tissues from vari¬ 
ous sources including human and animal 
skin and monolayer cultures of fibro¬ 
blasts and chondrocytes. The experi¬ 
ments to be conducted will include: 

a. Demonstration of the site of anti¬ 
body binding to human keratinocytes in 
pemphigus as well as hlstochemical 
staining of the cell surface coat using 
ferritin-conjugated agglutinins. 

b. Study of ultrastructural alterations 
in certain human tumors and geneti¬ 
cally-inherited diseases. 

c. Study of the affects of various 
drugs, including anticancer agents, on 
tissue cultures of human and animal 
tissues. 

d. Identification of the site of localiza¬ 
tion of intracellular viruses in infected 
chondrocytes in vivo and in vitro. 

e. Examination of skin biopsies from 
patients with collagen-vascular diseases 
for the presence of virus-like inclusions. 

The article will also be used in advanced 
research training courses for derma¬ 
tology and rheumatology residents and 
fellows. These courses are designed to 
prepare pliysicians for further labora¬ 
tory investigation as well as to acquaint 
physicians involved in clinical medicine 
with research techniques and method - 
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oIorv. Application received by Commis¬ 
sioner of Customs i July 28, 1972. 

Docket No. 73-00067-33-46500. Appli¬ 
cant* University of Minnesota, Depart¬ 
ment of Pathology, 488 Jackson Hall, 
Minneapolis, MN 55455. Article: Ultra- 
microtome. Model LKB 8800A. Manu¬ 
facturer: LKB Produkter AB. Sweden. 
Intended use of article: The article is 
intended to be used in studies to analyze 
whether alterations in the structural 
glycoprotein-in tramembraneous particle 
complex significantly influence the con¬ 
trol mechanisms of DNA synthesis and 
cell division. The specific aims of this 
project will be: (1) To analyze the chem¬ 
ical and ultrastructural characteristics 
of the glycoprotein particle complex in 
normal and neoplastic cells and (2) to 
examine the effects of changes in the 
membrane glycoprotein particle complex 
on the control of DNA synthesis and cell 
division. Application received by Com¬ 
missioner of Customs: July 28, 1972. 

Docket No. 73-00068-33-46500. Appli¬ 
cant: University of Kansas Medical 
Center, 39th and Rainbow Boulevard. 
Kansas City, Kans. 66103. Article: Ultra¬ 
microtome, Model LKB 4800A. Manufac¬ 
turer: LKB Produkter AB, Sweden. In¬ 
tended use of article: The article is in¬ 
tended to be used for thin sectioning 
for electron microscopy of tissues derived 
from experimental animals. The primary 
project concerns the study of pathogenic 
mechanisms concerned with the subcell- 
ular pathology of light and electron 
microscopy and by biochemical methods. 
In addition the article will be used to 
train medical and graduate students in 
experimental pathology and cell biology. 
Application received by Commisisoner of 
Customs: July 28, 1972. 

Docket No. 73-00069-33-46040. Appli¬ 
cant: University of Virginia, Department 
of Biology, Gilmer Hall, Charlottesville, 
Va. 22903. Article: Electron microscope, 
Model HS-8. Manufacturer: Hitachi, 
Ltd., Japan. Intended use of article: The 
article is intended to train graduate stu¬ 
dents and undergraduates in the use and 
maintenance of a high resolution elec¬ 
tron microscope. The article will also be 
used by students in advanced courses 
such as biology 351, 352 (research in cell 
ultrastructure) and biology 401, 402 (dis¬ 
sertation research). Application received 
by Commisioner of Customs: July 17, 
1972. 

Docket No. 73-00071-33-46040. Appli¬ 
cant: The University of Arizona, Depart¬ 
ment of Anatomy, Arizona Medical 
Center, 1501 North Campbell Center, 
Tucson, AZ 85724. Article: Electron 
microscope. Model EM 300. Manufac¬ 
turer: Philips Electronic Instruments, 
NVD, the Netherlands. Intended use of 
article : The article is intended to be used 
in various research projects including: 

(1) Studies of development of colla¬ 
gen fibers, 

*2) Studies of the biological develop¬ 
ment sequence for the evolving elastic 

fiber, 

(3) Discovering the structural nature 
°f neurofllaments and microtubules in 

nerve cells, 

(4) Investigation of the Infective cycle 
or a vlf us and the cytopathagenic 


changes resulting from cellular invasion, 

(5) Studies of the fetal maternal in¬ 
trauterine cellular relationship where 
the development of the embryo is 
uniquely delayed at the primitive streak 
stage, 

(6) Study of notochordal develop¬ 
ment, and 

(7) Study of the relationship of elas¬ 
tic lamina in arteries. 

In addition the article will be used as 
a teaching tool in the courses micro¬ 
scopic anatomy, experimental cytology, 
and anatomical techniques. Application 
received by Commissioner of Customs: 
July 28, 1972. 

Docket No. 73-00072-01-11000. Appli¬ 
cant: Medical University of South Caro¬ 
lina, College of Medicine. 80 Barre 
Street. Charleston, SC 29401. Article: 
Combined gas chromatograph-mass 
spectrometer Model LKB 9000S and ac¬ 
cessories. Manufacturer: LKB Produkter 
AB, Sweden. Intended use of article: The 
article is intended to be used for (1) the 
determination of the chemical structure 
of trace quantities, i.e., ug and nano¬ 
gram, of chemicals in complex chemical 
mixtures from biological materials, e.g., 
blood, urine, spinal fluid, etc.; (2) the 
development of quantitative gas chro¬ 
matographic-mass spectrometric tech¬ 
nique for the measurement of nanogram 
and picogram quantities of some of the 
above compounds using the mass spec¬ 
trometer as the quantitative detector and 
molecules labelled with stable isotopes 
as internal standards for the quantita¬ 
tive measurements; (3) the development 
of gas chromatographic-mass spectro¬ 
metric techniques to sequence synthetic 
peptides and peptides isolated from blood 
and urine. Application received by Com¬ 
missioner of Customs: August 2, 1972. 

Docket No. 72-00073-33-46500. Appli¬ 
cant: University of Scranton, Monroe 
Avenue, Scranton, Pa. 18510. Article: 
Ultramicrotome, Model LKB 8800A. 
Manufacturer: LKB Produkter AB, 
Sweden. Intended use of article: The 
article is intended to be used to prepare 
specimens for study with the electron 
microscope in the biology courses, plant 
toxonomy, plant morphology, cellular 
biology, phycology, and mycology. In 
addition, the article will be used in a 
course in the theory and use of the 
electron microscope. Application re¬ 
ceived by Commissioner of Customs: Au¬ 
gust 2,1972. 

Docket No. 73-00074-33-46500. Appli¬ 
cant: Yale University School of Medi¬ 
cine. Purchasing Department, 260 
Whitney Avenue, New Haven, CT 06520. 
Article: Ultramicrotome, Model LKB 
8800A. Manufacturer: LKB Produkter 
AB, Sweden. Intended use of article: 
The article is intended to be used in 
studies to discover how changes in the 
microcirculation contribute to the de¬ 
velopment of serious systemic and cu¬ 
taneous disorders. Histologic sections 
ranging from ultrathin to 1 micron 
thickness permit the reconstruction of 
the three dimensional relationship of the 
blood and lymphatic vessels with each 
other. Application received by Commis¬ 
sioner of Customs: August 2, 1972. 


Docket No. 73-00076-33-46500. Appli¬ 
cant : Brooklyn Veterans Administration 
Hospital, Department of Pathology, 800 
Poly Place, Brooklyn, NY 11209. Article: 
Ultramicrotome, Model LKB 8800A. 
Manufacturer: LKB Produkter AB, Swe¬ 
den. Intended use of article: The article 
is intended to be used in studies of 
biological materials, mainly mammalian 
tissues derived from experimental ani¬ 
mals, both normal and pathologic. The 
main objective of this course of investi¬ 
gation is to reveal at the ultrastructural 
level the morphological changes in 
normal as well as infected cells and 
tissue. In addition the article will be 
used to acquaint students in a residency 
program in pathology and in internship 
training of medical technologists to all 
the various types of instrumentation 
currently used in an electron miscroscope 
laboratory. Application received by Com¬ 
missioner of Customs: July 10,1972. 

Docket No. 73-00077-00-46040. Appli¬ 
cant: Emory University, Purchasing De¬ 
partment, Atlanta, Ga. 30322. Article: 
Universal cassette without magazine. 
Manufacturer: Siemens Corp., West 
Germany. Intended use of article: The 
article is intended to be used with an 
existing electron microscope which is be¬ 
ing used in biomedical research to evalu¬ 
ate the ultrastructural characteristics of 
a variety of cells and tissues. Application 
received by Commissioner of Customs: 
August 1,1972. 

Docket No. 73-00078-33-02700. Appli¬ 
cant: Harbor General Hospital, Attend¬ 
ing Staff Association, 1124 West Carson 
Street, Torrance, CA 90502. Article: 
Arthroscope. Type No. 21. Manufacturer: 
Shinko Optical Co., Ltd., Japan. In¬ 
tended use of article: The article is in¬ 
tended to be used in consultation 
regarding study of knee conditions and 
in instruction of orthopedic surgeons in 
Los Angeles area. Patients will be in¬ 
vestigated for diagnosis of knee condi¬ 
tions and the technique of 
arthroscopy demonstrated to groups of 
orthopedic surgeons at this teaching 
center. Application received by Commis¬ 
sioner of Customs: July 27, 1972. 

Seth M. Bodner, 

Director , Office of Import Programs . 

[FR Doc.72-14473 Filed 8-24-72;8:50 amj 


UNIVERSITY OF PENNSYLVANIA 

Notice of Decision on Application for 

Duty-Free Entry of Scientific Article 

The following is a decision on an ap¬ 
plication for duty-free entry of a scien¬ 
tific article pursuant to section 6(c) of 
the Educational, Scientific, and Cultural 
Materials Importation Act of 1966 (Pub¬ 
lic Law 89-651, 80 Stat. 897) and the 
regulations issued thereunder as 
amended (37 F.R. 3892 et seq.). 

A copy of the record pertaining to this 
decision is available for public review 
during ordinary business hours of the 
Department of Commerce, at the Office 
of Import Programs, Department of 
Commerce, Washington, D.C. 

Docket No. 72-00433-33-10100. Appli¬ 
cant: University of Pennsylvania, John- 
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son Research Foundation, A. N. Richards 
Building, 37th and Hamilton Walk, 
Philadelphia, PA 19104. Article: Temper¬ 
ature-jump transient spectrometer. 
Manufacturer: Messanlagen Studien- 
gesellschaft mbH., West Germany. In¬ 
tended use of article: The article is in¬ 
tended to be used to measure the rates 
of reaction and determine reaction path¬ 
ways in many different systems which 
will include: phosphoryl group transfer 
in isolated enzymes as well as binding of 
ligands to enzymes and model systems. 
Multienzyme reaction equi libra will be 
studied. The specific research projects 
are as follows: 

(1) “Chemical Relaxation Study of 
Pyruvate Kinase/’ 

(2) “Control of Cellular Energy Me¬ 
tabolism'* and 

(3) “Biomedical Kinetics Facility 
Evaluation.” 

The article will also be used in the train¬ 
ing program inasmuch as both post¬ 
doctoral and graduate students in bio¬ 
physics will have the ability to use the 
instrument in their individual research 
program. 

Comments: No comments have been 
received with respect to this application. 
Decision: Application approved. No in¬ 
strument or apparatus of equivalent 
scientific value to the foreign article, for 
such purposes as this article is intended 
to be used, is being manufactured in the 
United States. Reasons: The foreign 
article provides a 1 microsecond heating 
pulse and time resolution fast enough 
for the study of reactions with halftimes 
to 0.5 microseconds. We are advised by 
the Department of Health, Education, 
and Welfare (HEW) in its memorandum 
dated July 28. 1972, that the character¬ 
istics of the article described above are 
pertinent to the applicant's research 
studies. HEW further advises that it 
knows of no comparable domestic instru¬ 
ment of equivalent scientific value to the 
article for the applicant’s intended pur¬ 
poses. 

The Department of Commerce know r s 
of no other instrument or apparatus of 
equivalent scientific value to the foreign 
article, for such purposes as this article 
is intended to be used, which is being 
manufactured in the the United States. 

Seth M. Bodner, 

Director, Office of Import Programs . 

I PR Doc.72-14474 Piled 8-24-72; 8:50 am] 

DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE 

Food and Drug Administration 

[DESI 9861; Docket No. FDC-D-495; NDA 
9-861, etc.] 

CERTAIN CARDIOVASCULAR 
PREPARATIONS 

Notice of Opportunity for Hearing on 
Proposal To Withdraw Approval of 
New-Drug Applications 

In an announcement (DESI 9861) pub¬ 
lished in the Federal Register of 


March 4, 1972 (37 F.R. 4731), the Com¬ 
missioner of Food and Drugs an¬ 
nounced his conclusions pursuant to the 
evaluation of reports received from the 
National Academy of Sciences-National 
Research Council, Drug Efficacy Study 
Group on the subject drugs. The an¬ 
nouncement stated that there is a lack 
of substantial evidence that these fixed 
combination drugs will have the effect 
that they purport or are represented to 
have under the conditions of use pre¬ 
scribed, recommended, or suggested in 
the labeling or that each component of 
the combinations contributes to the total 
effects claimed for the drugs, and that 
the Commissioner of Food and Drugs in¬ 
tended to initiate proceedings to with¬ 
draw approval of the new'-drug applica¬ 
tions for the drugs. Interested persons 
were invited to submit any pertinent 
data bearing on the proposal within 30 
days following publication of the an¬ 
nouncement. No data have been received 
in response to the announcement. Win- 
throp Laboratories, holder of NDA 10- 
227 for Reserpine with Mebaral Tablets 
(no longer marketed), has voluntarily 
requested withdrawal of approval of that 
application, thereby waiving their opi>or- 
tunity for a hearing, and NDA 10-227 is 
the subject of a separate order withdraw¬ 
ing approval. 

Therefore, notice is given to the hold¬ 
ers of the new drug applications listed 
below, and to any interested person who 
may be adversely affected, that the Com¬ 
missioner proposes to issue an order 
under section 505(e) of the Federal Food, 
Drug, and Cosmetic Act (21 U.S.C. 355 
(e)) withdrawing approval of said appli¬ 
cations and all amendments and supple¬ 
ments thereto on the grounds that new 
information before him with respect to 
the drugs, evaluated together with the 
evidence available to him w f hen the ap¬ 
plications were approved, shows there is 
lack of substantial evidence that the 
drugs will have the effects they purport 
or are represented to have under the con¬ 
ditions of use prescribed, recommended, 
or suggested in the labeling. 

1. Nembu-Serpin Tablets and Nembu- 
Serpin *4 Strength Tablets, containing 
reserpine and calcium pentobarbital; Ab¬ 
bott Laboratories, 14th and Sheridan 
Road. North Chicago, Ill. 60064 (NDA 9- 
861). 

2. Harmonyl-N Tablets and Har- 
monyl-N Half-Strength Tablets, contain¬ 
ing deserpidine and calcium pentobarbi¬ 
tal; Abbott Laboratories (NDA 11-191). 

3. Butiserpine Tablets (NDA 9-921), 
Butiserpine R-A Tablets (NDA 10-646), 
and Butiserpine Elixir (NDA 10-456), 
each containing reserpine and sodium 
butabarbital; McNeil Laboratories, Inc., 
Camp Hill Road, Fort Washington, Pa. 
19034. 

4. Mephoserp Tablets, containing re¬ 
serpine and mephobarbital; Nysco Labo¬ 
ratories, Inc., 34-24 Vernon Boulevard, 
Long Island City. N.Y. 11106 (NDA 11- 
572). Mephoserp Tablets is not the sub¬ 
ject of an approved new drug applica¬ 
tion but will be affected by this notice 
and be subject to appropriate action. 

In accordance with the provisions of 
section 505 of the Act (21 U.S.C. 355) and 


the regulations promulgated thereunder 
(21 CFR Part 130, the Commissioner will 
give the applicants, and any -interested 
person who would be adversely affected 
by an order withdrawing such approval, 
an opportunity for a hearing to show 
why approval of the new-drug applica¬ 
tions should not be withdrawn. Any re¬ 
lated drug for human use, not the sub¬ 
ject of an approved new-drug applica¬ 
tion, may be affected by this action. 

Within 30 days after publication 
hereof in the Federal Register, such per¬ 
sons are required to file with the Hear¬ 
ing Clerk. Department of Health, Educa¬ 
tion, and Welfare. Room 6-88, 5600 Fish¬ 
ers Lane, Rockville, Md. 20852, a written 
appearance electing whether: 

1. To avail themselves of the oppor¬ 
tunity for a hearing; or 

2. Not to avail themselves of the op¬ 
portunity for a healing. 

If such persons elect not to avail them¬ 
selves of the opportunity for a hearing, 
the Commissioner without further notice 
will enter a final order withdrawing ap¬ 
proval of the new-drug applications. 
Failure of such persons to file a written 
appearance of election within said 30 
days will be construed as an election by 
such persons not to avail themselves of 
the opportunity for a hearing. 

The hearing contemplated by this no¬ 
tice will be open to the public except 
that any portion of the hearing that con¬ 
cerns a method or process the Commis¬ 
sioner finds entitled to protection as a 
trade secret will not be open to the pub¬ 
lic, unless the respondent specifies other¬ 
wise in his appearance. 

If such persons elect to avail them¬ 
selves of the opportunity for a hearing, 
they must file, within 30 days after pub¬ 
lication of this notice in the Federal 
Register, a written appearance request¬ 
ing the hearing, giving the reasons why 
approval of the new-drug application 
should not be withdrawal, together with 
a w f ell organized and full factual analysis 
of the clinical and other investigational 
data they are prepared to prove in sup¬ 
port of their opposition. A request for 
a hearing may not rest upon mere alle¬ 
gations or denials, but must set forth 
specific facts showing that a genuine 
and substantial issue of fact requires a 
hearing. When it clearly appears from 
the data in the application and from 
the reasons and factual analysis in the 
request for a hearing that no genuine 
and substantial issue of fact precludes 
the withdraw^ of approval of the appli¬ 
cation, the Commissioner will enter an 
order on these data, making findings 
and conclusions on such data. 

If a hearing is requested and justified 
by the response to tills notice, the issues 
will be defined, a hearing examiner will 
be named, and he shall issue, as soon as 
practicable after the expiration of such 
30 days, a written notice of the time and 
place at which the hearing will com¬ 
mence. (35 FR. 7250, May 8. 1970; 35 
F.R. 16631, October 27, 1970) 

Received requests for a hearing and/ 
or elections not to request a hearing 
may be seen in the office of the Hearing 
Clerk (address given above) during reg- 
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ular business hours, Monday tlirough 

Tiiis notice is issued pursuant to pro¬ 
visions of the Federal Food, Drug, and 
Cosmetic Act (sec. 505, 52 Stat. 1052—53, 
as amended; 21 U.S.C. 355) and under 
authority delegated to the Commissioner 
of Food and Drugs (21 CFR 2.120). 

Dated: August 17. 1972. 

Sam D. Fine, 
Associate Commissioner 
for Compliance . 

[FR Doc.72-14450 Filed 8-24-72:8:48 ami 


PAREGORIC 

Notice Placing Certain Paregoric and 
Other Opium-Containing Prepara¬ 
tions for Veterinary Use on Pre¬ 
scription Dispensing Basis 

An order published in the Federal 
Register of April 4, 1972 (37 F.R. 6734), 
provided for removal of the exemption 
for certain paregoric and other opium- 
containing preparations from the pre¬ 
scription dispensing requirements of sec¬ 
tion 503(b)(1)(A) of the Federal Food, 
Drug, and Cosmetic Act under § 165.5(a) 
(1) of the habit-forming drug regula¬ 
tions (21 CFR 165.5(a)(1)). 

This action was taken based upon po¬ 
tential for abuse of the drug by addicts 
who process it into a form for intrave¬ 
nous administration and was based upon 
a consideration of a recommendation 
from the Bureau of Narcotics and Dan¬ 
gerous Drugs, Department of Justice. 
The Commissioner of Food and Drugs 
concludes that, consistent with the aim 
of placing such drug under prescription 
dispensing for use in man as provided in 
section 503(b) (1) (A) of the act, its vet¬ 
erinary use should likewise be on a 
prescription basis under section 502(f) 
(1) of the act. 

Therefore, paregoric and other prepa¬ 
rations containing more than 100 milli¬ 
grams of opium per 100 milliliters or per 
100 grams and intended for veterinary 
use shall be labeled with the statement 
"Caution: Federal law restricts this drug 
to use by or on the order of a licensed 
veterinarian.** 

This notice is issued pursuant to pro¬ 
visions of the Federal Food, Drug, and 
Cosmetic Act (secs. 502(f). 701(a), 52 
Stat. 1051 and 1055; 21 U.S.C. 352(f), 
371(a)) and under authority delegated 
to the Commissioner (21 CFR 2.120). 

Dated: August 17,1972. 

Sam D. Fine, 
Associate Commissioner 
for Compliance. 
|FR Doc.72-14451 Filed 8-24-72;8:48 am] 

(DESI 11562; Docket No. FDC-D-511; NDA 
11-662] 

PFIZER LABORATORIES 

Carbetapentane Citrate Gel; Notice of 
Opportunity for Hearing on Pro¬ 
posal To Withdraw Approval of 
New-Drug Application 

In an announcement- (DESI 11562) 
Published in the Federal Register of 


July 17. 1971 (36 F.R. 13281), the Com¬ 
missioner of Food and Drugs announced 
his conclusions pursuant to the evalua¬ 
tion of a report received from the Na¬ 
tional Academy of Sciences-National 
Research Council, Ding Efficacy Study 
Group on Candette Cough Jel, contain¬ 
ing carbetapentane citrate. The an¬ 
nouncement stated that the risks in¬ 
volved in its use outweigh any benefits 
that might be derived from such use and 
it is regarded as unsafe for its recom¬ 
mended use because inexact methods of 
determining dosage are potentially dan¬ 
gerous, particularly in the care of chil¬ 
dren, and that the Commissioner of Food 
and Drugs intended to initiate proceed¬ 
ings to withdraw approval of the new- 
drug application for the drug. Interested 
persons were invited to submit any perti¬ 
nent data bearing on the proposal within 
30 days following publication of the an¬ 
nouncement. No data have been re¬ 
ceived. 

Therefore, notice is given to Pfizer 
Laboratories Division, Pfizer, Inc.. 235 
East 42d Street, New York, N.Y. 10017, 
holder of NDA 11-562 for Candette 
Cough Jel and to any interested person 
who may be adversely affected, that the 
Commissioner proposes to issue an order 
under section 505(e) of the Federal 
Food, Drug, and Cosmetic Act (21 U.S.C. 
355(e)) withdrawing approval of said 
application and all amendments and 
supplements thereto on the grounds that 
new evidence of clinical experience, not 
contained in the application or not avail¬ 
able until after the application was ap¬ 
proved, evaluated together with the evi¬ 
dence available when the application was 
approved, reveals that the drug is not 
shown to be safe under the conditions 
of use upon the basis of which the appli¬ 
cation was approved. 

In accordance with the provisions of 
section 505 of the Act (21 U.S.C. 355) and 
the regulations promulgated thereunder 
(21 CFR Part 130), the Commissioner 
will give the applicant, and any inter¬ 
ested person who would be adversely af¬ 
fected by an order withdrawing such ap¬ 
proval, an opportunity for a hearing to 
show why approval of the new-drug ap¬ 
plication should not be withdrawn. Any 
related drag for human use. not the 
subject of an approved new-drug appli¬ 
cation, may be affected by this action. 

Within 30 days after publication here¬ 
of in the Federal Register, such persons 
are required to file with the Hearing 
Clerk. Department of Health, Education, 
and Welfare. Room 6-88. 5600 Fishers 
Lane, Rockville, Md. 20852, a written ap¬ 
pearance electing whether: 

1. To avail themselves of the oppor¬ 
tunity for a hearing; or 

2. Not to avail themselves of the op- 
opportunity for a hearing. 

If such persons elect not to avail them¬ 
selves of the opportunity for a hearing, 
the Commissioner without further notice 
will enter a final order withdrawing ap¬ 
proval of the new-drug application. Fail¬ 
ure of such persons to file a written 
appearance of election within said 30 
days will be construed as an election by 
such persons not to avail themselves of 
the opportunity for a hearing. 


The healing contemplated by this no¬ 
tice will be open to the public except 
that any portion of the hearing that con¬ 
cerns a method or process the Commis¬ 
sioner finds entitled to protection as a 
trade secret will not be open to the pub¬ 
lic, unless the respondent specifies other¬ 
wise in his appearance. 

If such persons elect to avail them¬ 
selves of the opportunity for a hearing, 
they must file, within 30 days after pub¬ 
lication of this notice in the Federal 
Register, a written appearance request¬ 
ing the hearing, giving the reasons why 
approval of the new-drug application 
should not be withdrawn, together with 
a well organized and full factual analysis 
of the clinical and other investigational 
data they are prepared to prove in sup¬ 
port of their opposition. A request for a 
hearing may not rest upon mere allega¬ 
tions or denials, but must set forth 
specific facts showing that a genuine and 
substantial issue of fact requires a hear¬ 
ing. When it clearly appears from the 
data in the application and from the 
reasons and factual analysis in the re¬ 
quest for a hearing that no genuine and 
substantial issue of fact precludes the 
withdrawal of approval of the applica¬ 
tion, the Commissioner will enter an 
order on these data, making findings and 
conclusions on such data. 

If a hearing is requested and justified 
by the response to this notice, the issues 
will be defined, a hearing examiner will 
be named, and he shall issue, as soon 
as practicable after the expiration of 
such 30 days, a written notice of the time 
and place at which the hearing will 
commence (35 FJl. 7250, May 8, 1970; 
35 F.R. 16631, October 7, 1970). 

Received requests for a hearing and/or 
elections not to request a hearing, may 
be seen in the office of the Hearing Clerk 
(address given above) during regular 
business hours, Monday through Friday. 

Tliis notice is issued pursuant to pro¬ 
visions of the Federal Food, Drug, and 
Cosmetic Act (sec. 505, 52 Stat. 1052-53, 
as amended; 21 U.S.C. 355) and under 
the authority delegated to the Commis¬ 
sioner of Food and Drugs (21 CFR 2.120). 

Dated: August 17, 1972. 

Sam D. Fine, 
Associate Commissioner 
for Compliance. 

[FR Doc.72-14445 Filed 8-24-72;8:48 am] 


(Docket No. FDC-D-197; NDA 5025] 

PROTAMIDE 

Final Order on Objections and Request 
for a Hearing Regarding With¬ 
drawal of Approval of New-Drug 
Application 

In the Federal Register of March 27, 
1969 (34 F.R. 5753). the Food and Drug 
Administration announced its evaluation 
of a report received from the National 
Academy of Sciences-National Research 
Council, Drug Efficacy Study Group, on 
the preparation Protamide (colloidal so¬ 
lution of denatured proteolytic enzyme) 
Injection; Sherman Laboratories, 5031 
Grandy Avenue, Detroit, Mich. 48221 
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(NDA 5-025; DESI 5025). The present 
holder of the new-drug application is 
Cooper Laboratories, Inc., 2900 North 
17th Street, Philadelphia, Pa. 19132. 

The announcement stated the conclu¬ 
sion of the Food and Drug Administra¬ 
tion that there is a lack of substantial 
evidence of effectiveness of the drug for 
the indications neuritis, herpes zoster, 
and tabes dorsalis. The holder of the 
new-drug application was requested to 
submit, within 60 days of the date of 
publication of the announcement in the 
Federal Register, a supplement to its 
new-drug application to provide for 
labeling which deletes those indications 
for which the drug has been classified 
as lacking substantial evidence of effec¬ 
tiveness. No person or firm, including 
Cooper Laboratories, Inc., has submitted 
such a supplement. 

The announcement further stated 
that the drug is regarded as possibly 
effective for the indication ophthalmic 
herpes zoster. The announcement al¬ 
lowed 6 months from the date of publica¬ 
tion of the announcement in the Federal 
Register for the holder of the new-drug 
application and any person marketing 
the drug without approval to obtain and 
submit in a supplemental or original 
new-drug application, data to provide 
substantial evidence of effectiveness of 
the drug for use in ophthalmic herpes 
zoster. No supplemental or original new- 
drug application has been received pur¬ 
suant to the announcement. 

On December 22. 1969, the holder of 
the new-drug application was notified 
that the Commissioner of Food and 
Drugs intended to initiate proceedings to 
withdraw approval of the new-drug ap¬ 
plication. 

A notice was thereafter published in 
the Federal Register of July 17, 1970 
(35 F.R. 11535), which provided an op¬ 
portunity for hearing on withdrawal of 
the new r -drug application for Protamide 
(NDA 5-025). Thirty days were allowed 
for filing a written appearance request¬ 
ing a hearing by any interested person, 
giving the reasons why approval of the 
new-drug application should not be 
withdrawn, together with a well orga¬ 
nized and full factual analysis of the 
clinical and other investigational data 
they were prepared to prove in support 
thereof. 

A request for a hearing was submitted 
by Cooper Laboratories, Inc., on Au¬ 
gust 28, 1970. Thereafter, there was an 
extensive exchange of letters and num¬ 
erous conferences were held between 
Cooper Laboratories. Inc., and the FDA, 
in which Cooper Laboratories, Inc., ex¬ 
plored methods of establishing the effec¬ 
tiveness of Protamide for its labeled uses. 
In addition. Cooper Laboratories, Inc., 
has submitted to the FDA a notice of 
claimed investigational exemption for a 
new drug for a drug called Protamide 
which is different in composition from 
the Protamide subject to NDA 5-025 and 
this order. 

The medical presentation of Cooper 
Laboratories, Inc., has been considered, 
and the Commissioner of Food and Drugs 
concludes that there is no genuine and 


substantial issue of fact requiring a hear¬ 
ing and that the legal arguments offered 
are insubstantial, all as explained in more 
detail below. 

l. The drug . Protamide Injection. This 
drug is a colloidal solution of denatured 
proteolytic enzyme provided in 1.3-cc. 
ampules for intramuscular injection. 

II. Recommended uses. This product is 
recommended for use in treatment of 
neuritis, herpes zoster, and ophthalmic 
herpes zoster. 

The recommended treatment schedule 
for the product varies with the use for 
which the product is recommended, and 
includes additional injections “as in¬ 
dicated” beyond the original course of 
treatment. 

m. The data to support claims of 
effectiveness. In response to the notice. 
Cooper Laboratories, Inc., has submitted 
affidavits and letters from physicians and 
literature reprints. 

A. The affidavits. Drs. Geiss, Foldes, 
Schaal, and Kessler are physicians who 
have used and prescribed Protamide for 
herpes zoster and have found it to be 
effective for this condition. Dr. Foldes 
also uses and prescribes it in treatment 
of tabes dorsalis, a use not recommended 
on the drug's labeling. Dr. McHenry is 
a physician who has used and prescribed 
Protamide in the treatment of neuritis 
secondary to herpes zoster, occipital 
neuritis, and inflammation of the sciatic 
nerve. 

None of these affidavits relates to the 
labeling claim of ophthalmic herpes zos¬ 
ter. These opinions are based on observa¬ 
tion of patients treated with Protamide, 
and compared with patients treated with 
other drugs available to treat herpes 
zoster. 

None of these physicians makes any 
reference to any adequate and well-con- 
trolled clinical investigations having 
been conducted to support their opinions. 
Indeed, Dr. Foldes states that be believes 
that it is possible to conduct a study of 
the efficacy of Protamide and he would 
like to see such a study done. The only 
other reference to adequate and well- 
controlled studies in these affidavits is 
Dr. Kessler’s statement that it is im¬ 
possible to design a controlled study 
which could be completed in a reason¬ 
able time. None of these physicians states 
a controlled study cannot be done. 

B. Physicians ’ statements. Sixteen 
testimonial statements have been sub¬ 
mitted by 15 physicians who use Prota¬ 
mide in their practice to treat heipes 
zoster and, in a few cases, neuritis, as 
well as other conditions for which Prota¬ 
mide is not labeled, including pharyngi¬ 
tis, vaginitis, chickenpox, sore mouth, 
and pruritis. 

Dr. Mason reports uniformly good 
results in treating ophthalmic herpes 
zoster with Protamide, analgesics, and 
antipruritics. Both Dr. Mason and Dr. 
Kent state that Protamide works better 
to relieve neuritis when administered 
with B-Complex and B-12. No reference 
is made to any adequate and well- 
controlled clinical investigations having 
been conducted to support the opinions 
in any of these testimonial statements. 


No pre- and post-treatment clinical data 
for evaluation of the safety and efficacy 
of Protamide is presented in any of 
these statements. The clinical cases re¬ 
ferred to in large numbers in the testi¬ 
monials are not documented with actual 
patient data. 

C. Published studies. Reprints of nine 
published articles have been submitted 
to establish that Protamide is effec¬ 
tive : Seven by American physicians 
and two by foreign investigators. None 
of these constitute substantial evidence 
of efficacy. 

1. Russell T. Costello. M.D., “A New 
Treatment For The ‘Lightning Pains’ 
Of Tabes Dorsalis,” Urologic and Cu¬ 
taneous Review, Vol. 51, pp. 260-263, 
1947, does not relate to the conditions 
for which Protamide is recommended; 
namely, the treatment of neuritis, herpes 
zoster, or ophthalmic herpes zoster, but 
relates to tabes dorsalis, a condition for 
which the drug is no longer recom¬ 
mended in its labeling. Even if tabes 
dorsalis was a recommended use. this 
does not constitute an adequate and 
well-controlled clinical investigation. No 
controls w r ere employed, the number of 
treatments varied from four to 101 in¬ 
jections and some of the patients were 
treated with a formula of the drug no 
longer used even in 1947 when the arti¬ 
cle was written. 

2. Frank C. Combs, M.D., and Orlando 
Canizares, M.D., "Herpes Zoster: Its 
Treatment With ProtamideN.Y. St. J. 
of Medicine, Mar. 15, 1952, pp. 706-8. 
This is a report of the treatment with 
Protamide of 50 patients with active 
herpes zoster with lesions of varied dis¬ 
tribution and degree of severity. The 
authors classified the results as 22 per¬ 
cent unsatisfactory and 78 percent ex¬ 
cellent or satisfactory and state that 
no untoward reactions or evidence of 
toxicity were noted. This study is not 
an adequate and well-controlled study, 
even though it included six patients who 
were given saline placebos to which they 
failed to respond, since, among other 
reasons, there was no method of select¬ 
ing patients utilized to insure that sub¬ 
jects were suitable for purposes of the 
study, subjects were not assigned in such 
a way as to minimize bias, and compara¬ 
bility of pertinent variables in test and 
control groups was not assured. Ten of 
the 50 patients had herpes zoster fron¬ 
talis (which is not the ophthalmic herpes 
zoster for which Protamide is recom¬ 
mended) in whom the eyes were affected 
in one way or another. The regimen 
used varied from an injection every 6 
hours to one injection every 2 or 3 days, 
for a total of one to 16 injections over a 
period of 2 to 25 days. However, there 
was no correlation between the numbers 
of injections and days of treatment. 

Furthermore, there was neither an 
explanation of the method of observa¬ 
tion and recording of results, nor a com¬ 
parison of the results of treatment or 
diagnosis with a control in such a fash¬ 
ion as to permit a quantitative evalua¬ 
tion. Finally, there was no summary of 
the methods of analysis and evaluation 
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of data derived from the study, including 

statistical methods. 

3 Richard I. Smith, MD., “Treatment 
of Neuritis With Protamide,” New York 
Medicine, Aug. 20. 1952, pp. 16-19. One 
hundred twenty-five patients with vari¬ 
ous types of neuritis were treated with 
Protamide over a period of 6 months. The 
author considered 21 of the patients who 
had had a preceding respiratory disease 
or virus infection within 3 weeks of the 
onset of the neuritis to be “controls/* but 
since they were also treated with Prota¬ 
mide they were not, in fact, controls as 
contemplated by 21 CFR 130.12(a) (5) 
(ii)(a)«). The basic treatment was a 
5-day course of 1.3 cc. (1 ampule) of 
Protamide injected intramuscularly 
daily. Where all pain was relieved, treat¬ 
ment was discontinued. Where some de¬ 
gree of pain persisted, treatment was 
continued for another 5 days. In two 
cases of facial neuritis, treatment was 
continued for 20 days. Eighty-four of 
the 104 “noncontrol” patients had com¬ 
plete relief of pain with five or 10 daily 
injections. The 21 “control” patients 
failed to respond to 10 or 20 daily injec¬ 
tions. The author concluded that Prot¬ 
amide was a safe drug when adminis¬ 
tered intramuscularly for treatment of 
neuritis, but no conclusion as to the 
efficacy of the drug was reached. 

4. H. W. Lehrer, MX)., H. G. Lehrer, 
M.D., and D. R. Lehrer, MX)., “Clinical 
Evaluation of Protamide in Sensory 
Nerve Root Inflammations and Allied 
Conditions,” Northwest Medicine, Nov. 
1955, pp. 1249-52. In this report, the 
authors review 109 cases of herpes 
zoster and 313 cases of neuritic pain 
that they had treated with Protamide in 
their practice over a 5-year period. The 
regimen and duration of treatment 
varied from patient to patient. The au¬ 
thors made no attempt to conduct an 
adequate and well-controlled investiga¬ 
tion and do not represent their report to 
be one. Of all the patients treated with 
Protamide, only one from each group 
failed to respond to therapy. The authors 
noted that treatment soon after onset of 
the symptoms gave the most dramatic re¬ 
sults. This report is a testimonial of the 
authors for Protamide. No cases of 
ophthalmic herpes zoster were reported. 

5. William C. Marsh. M.D., “Treat¬ 
ment of Herpes Zoster With Protamide,” 
U.S. Armed Forces Medical J. f 1:1045, 
Set., 1950. In this report, 31 cases of 
herpes zoster were treated with Prot¬ 
amide; good to excellent results were 
obtained in 28. No controls were used In 
the study on the author’s premise that 
thousands of intramuscular injections of 
other drugs given to patients with herpes 
zoster in the past, with no appreciable 
benefit, would adequately serve as a con¬ 
trol. This historical control does not com¬ 
port with the historical control referred 

at 21 CFR 130.12(a) (5) (ii) (a) (4) 
since the conditions for which Prot- 
is ^commended have neither 
high or predictable mortality rates, nor 
are the case histories of any “controls” 
adequately documented with compari¬ 
sons to patients or populations without 
treatment to provide for a quantitative 


comparison between controls and the 
subjects of Marsh’s study. Duration of 
treatment varied from 2 to 35 days while 
the number of injections varied from 
3 to 22. There was no correlation between 
the length of treatment and the number 
of injections. The report states that one 
injection was administered daily al¬ 
though this conflicts with the author’s 
tabular results. No cases of ophthalmic 
herpes zoster were reported. 

6 . Arthur G. Baker, M.D., “Use of 
Protamide In Treatment of Herpes Zos¬ 
ter,” The Pennsylvania Medical Journal, 
May, 1960, Vol. 63, pp. 697-8. Thirty- 
four patients with herpes zoster were 
treated with Protamide while 10 “con¬ 
trol” patients with herpes zoster were 
treated with Vitamin B, 5 . Protamide in¬ 
jections were administered intramuscu¬ 
larly at 12 to 24 hour intervals on the 
first two days and thereafter one injec¬ 
tion daily on an alternating day basis de¬ 
pending on the severity of symptoms. 
The duration of treatment varied from 5 
to 16 days; 1,000 micrograms of Vitamin 
Bis were administered daily for 1 to 2 
weeks. No other medications were used 
with either drug, except for some seda¬ 
tion in a few patients. Good to excellent 
results were stated to have been obtained 
in 94 percent of the patients treated with 
Protamide while the results obtained 
with Vitamin B„ were reported as unsat¬ 
isfactory. This study is not well con¬ 
trolled since the size of the control group 
is statistically inadequate and there is no 
raw data provided upon which a com¬ 
parison of the test and control groups 
can be made. No cases of ophthalmic 
herpes zoster were reported. 

7. Gordon W. Xander, M.D., “The 
Problem of Post-Herpetic Neuralgia,” 
Western Medicine, Sept. 1960, pp. 14-15. 
Dr. Xander’s report covers his observa¬ 
tions of 60 cases of herpes zoster. One in¬ 
jection of Protamide was administered 
daily for 3 days and on alternate days for 
the next 5 to 7 days. In most cases, 
treatment did not exceed 10 injections. 
No correlation was drawn between the 
number of injections and the length of 
treatment. No cases of herpes zoster 
ophthalmic were reported. No reference 
was made to any adequate and well-con¬ 
trolled studies having been conducted by 
Dr. Xander or anyone else on the efficacy 
of Protamide in the treatment of herpes 
zoster. 

8 . C. A. P. Boundy and J. A. C. Bam- 
ford, “Treatment of Herpes Zoster With 
Protamide,” The Medical Journal of 
Australia, Mar. 30, 1968, pp. 526-531. 
This is a report of a well-controlled 
study conducted over a period of 4 years 
with the cooperation of Sherman Lab¬ 
oratories (Cooper Laboratories, Inc.) to 
measure the effect, if any, of Protamide 
on the severity of pain which is char¬ 
acteristic of herpes zoster and to investi¬ 
gate its effect on postherpetic pain. The 
authors stated that the conclusions 
stated In the articles by Marsh. Lehrer, 
Xander, Combs, Baker, and Smith, cited 
above, were simply testimonials for 
Protamide. 

Boundy and Bamford’s study included 
138 patients suffering from herpes zoster. 


Sixty-eight were treated with Protamide 
while 69 were treated with a placebo sup¬ 
plied by Sherman Laboratories (Cooper 
Laboratories, Inc.). The size of this study 
appears to be acceptable from a statisti¬ 
cal point of view. The authors concluded 
that “there were no distinguishable dif¬ 
ferences between the effects of the 
dummy and of ‘Protamide’ *\ They 
further concluded that the only value of 
Protamide in treating herpes zoster is its 
placebo effect. Finally they summarize 
their study: “There is as yet no specific 
treatment for herpes zoster which has 
been proven successful. ‘Protamide’ has 
been used extensively over the last 20 
years, but in spite of the claims of the 
makers, there is no evidence of its thera¬ 
peutic value.” None of the patients 
treated suffered from ophthalmic herpes 
zoster. 

9. G. S. Sforzolini, M.D., “The Treat¬ 
ment of Ophthalmic Herpes Zoster With 
Protamide.” A.M.A. Archives of Opthal- 
mology. Sept. 1959, pp. 381-385. The 
author, an Italian doctor, reports on his 
experiences with the use of Protamide in 
15 patients with ophthalmic herpes 
zoster. He concluded that Protamide 
proved to be of unquestionable value for 
treatment of ophthalmic herpes as the 
pain was alleviated and the lesions 
favorably influenced. Moreover, he found 
that severity of complications such as 
keratitis and conjunctivitis were reduced. 
The author found that there was no 
significant relationship between the de¬ 
gree of response obtained and the 
promptness of treatment after the onset 
of the disease. He concluded that “Dif¬ 
ferent hypotheses have been advanced to 
explain the mechanism of action of the 
drug (Protamide), but none of these is 
based on an element of certainty.” 
There were no controls used in treating 
his patients. The article is substantially 
a testimonial for Protamide. 

These studies are not adequate and, 
with the exception of the Boundy study, 
are not well controlled in accordance 
with the criteria set forth at 21 CFR 
130.12(a)(5). No plan or protocol for 
any of the studies, or the report of the 
results of the effectiveness of Protamide 
in any of the studies, with the exception 
of the Boundy study, provide adequate 
assurance that the subjects were always 
suitable for the purposes of the study, 
or that the subjects were assigned to test 
groups in such a way as to minimize 
bias, or that comparability of pertinent 
variables in test and control groups were 
assured. Furthermore, these studies do 
not adequately explain the methods of 
observation of subjects and recording of 
results, and, with the exception of the 
Boundy study, fail to adequately provide 
a comparison of the results of treatment 
or diagnosis with a control in such a 
fashion as to permit quantitative evalua¬ 
tion. No controls were used in the Smith, 
Lehrers, Sforzolini, or Xander studies. 
The historical “controls” in the Marsh 
paper, the saline placebo “controls” in 
the Combs study, and the Vitamin B u 
“controls” in the Baker study do not 
constitute proper controls for reasons 
pointed out above. Finally, the sum- 
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maries of the methods of analysis and 
evaluation of data derived from the 
studies, including appropriate statistical 
methods, especially in the Lehrers, 
Baker, and Xander studies, are inade¬ 
quate. The most that can be said for 
these studies is that they are clinical 
impressions. The one well-controlled 
study submitted, the Boundy study, 
shows Protamide to be ineffective in the 
treatment of herpes zoster. 

IV. Legal objections. The Commis¬ 
sioner has authority to establish criteria 
for adequate and well-controlled clinical 
investigations necessary to demonstrate 
effectiveness of drug products on the 
market and may condition holding of 
an evidentiary hearing on a showing by 
Cooper Laboratories, Inc., that reason¬ 
able grounds exist therefor. (“Ciba-Geigy 
Corp. v. Richardson/* 446 P. 2d 466 
(C.A. 2, 1971); “Pfizer, Inc. v. Richard¬ 
son/* 434 P. 2d 536 (C.A. 2, 1970); 
“Pharmaceutical Manufacturers Assn. v. 
Richardson,” 318 P. Supp. 301 (D. Del., 
1970)). Thus, the objections of Cooper 
Laboratories, Inc., on these grounds are 
unfounded. 

Since Cooper Laboratories, Inc., has 
submitted no adequate and well-con- 
trolled clinical studies establishing the 
effectiveness of Protamide for its recom¬ 
mended uses, no hearing on the with¬ 
drawal of the NDA of Protamide is justi¬ 
fied as no genuine issue exists as to the 
material question of the effectiveness of 
Protamide for its recommended uses (21 
CFR 130.12(a) (5) (ii), 130.14(b), and 
130.27(b)(3); “Ciba-Geigy Corp. v. 
Richardson, supra; Upjohn Co. v. Finch/* 
422 F. 2d 944 (CA. 6, 1970)). 

The contentions of Cooper Laborator¬ 
ies, Inc., that Protamide is no longer a 
new drug because the drug was generally 
recognized as safe for its intended pur¬ 
poses and is sold for the same purposes 
for which it was sold on October 9, 1962, 
and is thereby protected by the grand¬ 
father provisions of the 1962 drug 
amendments, are likewise unfounded. A 
drug subject to an NDA prior to Octo¬ 
ber 9, 1962, does not qualify for an ex¬ 
emption from the new f -drug provisions of 
the Act under the grandfather provisions 
of the 1962 Drug Amendments. “USV 
Pharmaceutical Corp. v. Richardson/* 
No. 71-1596 (C.A. 4, 1972). Moreover, the 
fact that Sherman Laboratories received 
a letter dated June 14, 1955, from the 
Food and Drug Administration to the 
effect that Protamide was no longer con¬ 
sidered a new drug is irrelevant, as all 
such informal and formal opinions have 
been revoked by 21 CFR 130.39. 

Finally, Cooper Laboratories, Inc., has 
submitted an affidavit from its executive 
vice president stating that it has discon¬ 
tinued all direct sales promotions of 
Protamide and virtually curtailed all 
advertising of the drug but that in spite 
of this, sales have advanced measurably 
and the volume of sales of the drug has 
stabilized. Such facts, however, standing 
alone, do not meet the standards of sub¬ 
stantial evidence required by 21 U.S.C. 
3dfc(d). “Upjohn Co. v. Richardson, 
supra,” 446 F. 2d at 951-54. 


V. Findings. The Commissioner, based 
on the review of the medical documenta¬ 
tion offered to support the claims of 
efficacy for Protamide in the treatment 
of neuritis, herpes zoster, and opthalmic 
herpes zoster, finds that Cooper Labora¬ 
tories, Inc., has failed to present substan¬ 
tial evidence of effectiveness for this 
product. No objection or documentation 
were presented by any other firms and, 
in accordance with the provisions of 21 
CFR 130.15, this failure is construed as 
an election by any other firm not to avail 
itself of the opportunity for the hearing. 

The Commissioner further finds that 
the approval of the new-drug application 
heretofore approved for Protamide (NDA 
5-025) should be withdrawn on the basis 
of a lack of substantial evidence of effec¬ 
tiveness. 

Therefore, pursuant to the provisions 
of the Federal Food, Drug, and Cosmetic 
Act (secs. 505, 701, 52 Stat. 1052-1053, 
1055-1056, as amended, and 76 Stat. 781- 
785, as amended; 21 U.S.C. 355, 371), 
and under authority delegated to the 
Commissioner (21 CFR 2.120), notice is 
given that the approval of the new-drug 
application for Protamide (NDA 5-025) 
is withdrawn. The withdrawal will be¬ 
come effective 30 days after the date of 
publication of this order in the Federal 
Register to allow time for recall of all 
outstanding stocks of Protamide. 

(Secs. 505, 701, 52 Stat. 1052-1053. 1055-1056, 
as amended, and 76 Stat. 781-785, as 
amended; 21 U.S.C. 355, 371) 

Dated: August 16,1972. 

Sam D. Fine, 
Associate Commissioner 
for Compliance. 

[FR Doc.72-14452 PUed 8-24-72;8:48 amj 


(Docket No. FDC-D-505; NADA No. 10-184VJ 

UPJOHN CO. 

Biosol; Notice of Withdrawal of Ap¬ 
proval of New Animal Drug Appli¬ 
cation 

In the Federal Register of August 21, 
1970 (35 F.R. 13403, DESI 10-184V), the 
Commissioner of Food and Drugs an¬ 
nounced the conclusions of the Food and 
Drug Administration following evalua¬ 
tion of a report received from the Na¬ 
tional Academy of Sciences—National 
Research Council, Drug Efficacy Study 
Group, on Biosol; NADA (new animal 
dmg application) No. 10-184V; marketed 
by the Upjohn Co., Kalamazoo, Mich. 
49001. 

The Upjohn Co. advised the Commis¬ 
sioner that the above-named product is 
no longer marketed. 

Based on the grounds set forth in said 
announcement and the firm's statement, 
the Commissioner concludes that the 
new animal drug application for the 
above-named product should be with¬ 
drawn. Therefore, pursuant to provisions 
of the Federal Food, Drug, and Cosmetic 
Act (sec. 512, 82 Stat. 343-51; 21 UB.C. 
360b) and under the authority delegated 
to the Commissioner (21 CFR 2.120), ap¬ 


proval of NADA No. 10-184V including 
all amendments and supplements there¬ 
to, is hereby withdrawn effective on the 
date of publication of this document. 

Dated: August 17. 1972, 

Sam D. Fine, 
Associate Commissioner 
for Compliance. 

(FR Doc.72-14449 Filed 8-24-72;8:48 am] 

DEPARTMENT OF HOUSING 
AND URBAN DEVELOPMENT 

Office of Assistant Secretary for 
Housing Management 

| Docket No. D-72-1971 

DIRECTOR, OFFICE OF LOAN 
MANAGEMENT 

Redelegation of Authority and 
Assignment of Functions 

The redelegation of authority and as¬ 
signment of functions to the Director. 
Office of Loan Management, et al., pub¬ 
lished at 35 F.R. 4019, March 3, 1970, 
and amended at 36 FR. 14164, July 30. 
1971; 36 F.R. 17373. August 28, 1971; and 
37 F.R. 11195, June 3, 1972, is further 
amended by adding a new paragraph 15 
to section A to read as follows: 

15. To execute the functions, powers, 
and duties authorized by Executive 
Order 10657 of February 14, 1956 (21 
F.R. 1063, Feb. 16, 1956), as amended 
by Executive Order 10734 of October 17. 
1957 (22 F.R. 8275, Oct. 22, 1957), and 
Executive Order 11105 of April 18, 1963 
(28 F.R. 3909, Apr. 20,1963), with respect 
to servicing mortgages on certain prop¬ 
erties at the Atomic Energy Commission 
communities of Oak Ridge, Tenn., Rich¬ 
land, Wash., and Los Alamos. N. Mex., 
pursuant to the Atomic Energy Com¬ 
munity Act of 1955, as amended (42 
U.S.C. 2301), except the Secretary’s 
pow f er to make the finding required 
under section 51 of the Act (42 U.S.C. 
2341). 

(Secretary’s delegation of authority, 36 FR. 
6005, Mar. 16.1971) 

Effective date. This amendment is 
effective as of August 22, 1972. 

Norman V. Watson. 

Assistant Secretary 
for Housing Management. 

(FR Doc.72-14609 FUed 8-24-72;8:63 ami 

DEPARTMENT OF 
TRANSPORTATION 

Federal Highway Administration 
(Notice 72-13 j 

MINIMUM AGE OF DRIVERS 

Waiver for Drivers E *gaged in 
Disaster Relief 

The purpose of this notice is to an¬ 
nounce that the Director of the Bureau 
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of Motor Carrier Safety is granting tem¬ 
porary relief from the provisions of 
< 391 .11(b) (1) of the Motor Carrier 
Safety Regulations to permit drivers who 
are under 21 years of age and at least 18 
years old to operate commercial motor 
vehicles engaged in the transportation of 
mobile homes and modular housing units 
for the purpose of providing shelter for 
persons rendered homeless by the floods 
resulting from Hurricane Agnes. 

The Department of Housing and 
Urban Development has sought assist¬ 
ance in expediting the movement of mo¬ 
bile homes from factories and storage 
areas to the sites where they will be in¬ 
stalled to house homeless flood victims. 
Among the impediments to expeditious 
movement is a shortage or maldistribu¬ 
tion of drivers who are fully qualified to 
engage in driving commercial motor ve¬ 
hicles transporting the dwelling units in 
interstate commerce. This problem is 
exacerbated by the fact that the emer¬ 
gency generating the need for these 
movements arose during the normal peak 
season for movements of mobile homes. 
The Department of Housing and Urban 
Development has indicated that the 
shortage of drivers to meet the emer¬ 
gency can be ameliorated if persons, oth¬ 
erwise qualified, who are 18 years old or 
older but less than 21 years old are au¬ 
thorized to drive in the transportation of 
mobile homes in the special circum¬ 
stances of this emergency and motor car¬ 
riers engaged in transporting the hous¬ 
ing units under arrangements with the 
Department of Housing and Urban De¬ 
velopment are permitted to use those 
drivers. 

Accordingly, the Director of the Bu¬ 
reau of Motor Carrier Safety hereby is¬ 
sues a temporary waiver of the minimum 
age provisions of the driver-qualification 
rules in the Motor Carrier Safety Regu¬ 
lations under the following terms, con¬ 
ditions. and limitations: 

Notwithstanding the provisions of 
§ 391.11(b)(1) of the Motor Carrier 
Safety Regulations (49 CRF 391.11(b) 
(U), a person who is at least 18 years 
old may drive a motor vehicle engaged in 
the transportation of mobile homes or 
modular housing in interstate commerce, 
or in the return of that vehicle to its 
point of origin, and a motor carrier may 
employ that person to drive that motor 
vehicle if— 

(a) There is on file with the Director 
of the Bureau of Motor Carrier Safety 
a certificate from the Department of 
Housing and Urban Development that— 

<1> The motor carrier is engaged in 
transporting, under arrangements with 
the Department of Housing and Urban 
Development, housing to provide emer¬ 
gency relief for flood victims; and 

(2) The motor carrier must use drivers 
who are less than 21 years of age solely 
in order to fulfill the requirements of the 
Department of Housing and Urban De¬ 
velopment for expeditious movement of 
that housing; 

<b) The driver is otherwise qualified 
under the rules in Part 391 of the Motor 
Carrier Safety Regulations (49 CFR Part 

391); and 


(c) The motor vehicle operated by the 
driver is marked or placarded to indicate 
that its operations are part of an emer¬ 
gency movement sanctioned by the De¬ 
partment of Housing and Urban Devel¬ 
opment. 

This temporary waiver expires on No¬ 
vember 15, 1972, unless the Director, by 
published notice, extends it. 

This notice is issued under the au¬ 
thority of section 204 of the Interstate 
Commerce Act, as amended, 49 U.S.C. 
304, section 6 of the Department of 
Transportation Act, 49 U.S.C. 1655, and 
the delegations of authority at 49 CFR 
1.48 and 389.4. 

Issued on August 17, 1972. 

Robert A. Kaye, 

Director , 

Bureau of Motor Carrier Safety. 

(FR Doc.72-14459 Filed 8-24-72;8:49 am] 


ATOMIC ENERGY COMMISSION 

l Docket No. 50-358] 

CINCINNATI GAS & ELECTRIC CO., 
ET AL. 

Notice and Order for Evidentiary 
Hearing 

In the matter of Cincinnati Gas & 
Electric Co., Columbus & Southern Ohio 
Electric Co., Dayton Power & Light Co. 

Take notice: And it is Hereby ordered , 
In accordance with the Atomic Energy 
Act, as amended, and the rules of prac¬ 
tice of the Commission, that the second 
session of the evidentiary hearing in this 
proceeding shall convene at 10:30 a.m., 
local time, on Wednesday, September 20, 
1972, in the meeting room of the Holiday 
Inn North, 2235 Sharon Road Exit, Cin¬ 
cinnati, OH 45241. 

This hearing will be devoted entirely 
to the environmental aspects of the 
pending application for a permit to con¬ 
struct the William H. Zimmer Nuclear 
Power Station. 

In addition, the Board hereby directs 
the parties to appear at a prehearing 
conference to commence at 9 a.m.. local 
time, September 20, 1972, in the above- 
identified meeting room. 

Issued at Washington. D.C., this 18th 
day of August 1972. 

By order of the Atomic Safety and Li¬ 
censing Board. 

John B. Farmakides, 

Chairman. 

]FR Doc.72-14425 Filed 8-24-72:8:47 am] 


(Docket No. 50-322] 

LONG ISLAND LIGHTING CO. 

Order Scheduling Prehearing 
Conference 

In the Matter of Long Island Lighting 
Co. (Shoreham Nuclear Power Station) # 
Docket No. 50-322. 

Notice is hereby given that a prehear¬ 
ing conference in the captioned pro¬ 
ceeding will be held on Thursday, Sep¬ 


tember 7, 1972, at 10 a.m., local time, at 
the Wagon Wheel, Route 112. Port Jef¬ 
ferson Station. New York, N.Y. 11776. 

The purpose of this prehearing con¬ 
ference is to consider environmental 
matters. Petitions to intervene on envi¬ 
ronmental issues have been received and 
replies to these petitions were filed by 
the Applicant and the regulatory staff. 
The prehearing conference will be con¬ 
ducted in accordance with § 2.752 <10 
CFR Part 2) of the Commission’s rules 
of practice which provides for the devel¬ 
opment of procedures for the evidentiary 
hearing wiiich will be scheduled for a 
later time. The agenda to be covered on 
September 7 will relate to the environ¬ 
mental matters contained in the petitions 
to intervene and the replies thereto re¬ 
ceived from the Applicant and the regu¬ 
latory staff. 

All members of the public are entitled 
to attend this prehearing conference. On 
September 7 no evidence will be re¬ 
ceived, nor will there be an opportunity 
for presentation of statements on envi¬ 
ronmental matters from members of the 
public who desire to make limited ap¬ 
pearances. All statements on environ¬ 
mental matters that members of the pub¬ 
lic desire to make in this proceeding by 
w r ay of limited appearance pursuant to 
§ 2.715 of the rules of practice will be 
received at the evidentiary hearing which 
will be scheduled at a later date, public 
notice of which will be given, both by 
publication and by notice sent by mail 
directly to all members of the public who 
have requested to be notified. 

Dated at Wasliington, D.C., this 23d 
day of August 1972. 


For the Atomic Safety and Licensing 
Board. 


James R. Yore, 
Chairman. 


]FR Doc. 72-14532 FUed 8-24-72:8:54 ami 


(Docket No. 50-263] 

NORTHERN STATES POWER CO. 

Notice of Consideration of Conversion 
of Provisional Operating License 
Opportunity for Hearing 

The Atomic Energy Commission (the 
Commission) will consider the issuance 
of a full-term facility operating license 
to the Northern States Power Co. (the 
licensee) which would authorize the li¬ 
censee to possess, use and operate the 
Monticello Nuclear Generating Plant 
Unit No. 1 (the facility), located on the 
licensee’s site in Wright and Sherburne 
Counties, Minn., at its presently licensed 
steady state powder level of up to 1,670 
megawatts (thermal) for a period of 40 
years from the June 19, 1967, issu¬ 
ance date of the construction permit 
(CPPR-31) in accordance with the pro¬ 
visions of the license and the technical 
specifications appended thereto, upon 
receipt of a report on the application 
from the Advisory Committee on Reactor 
Safeguards (ACRS), the submission of a 
favorable safety evaluation of the appli¬ 
cation by the Commission’s Directorate 
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of Licensing, the completion of the en¬ 
vironmental review required by the Com¬ 
mission’s regulations in 10 CFR Part 50, 
Appendix D, and a finding by the Com¬ 
mission that the application for the full- 
term facility license (as amended) com¬ 
plies with the requirements of the Atomic 
Energy Act of 1954, as amended, an d the 
Commission’s regulations in 10 CFR 
Chapter X. The facility is presently being 
operated in accordance with Provisional 
Operating License No. DPR-22 issued by 
the Commission on September 8, 1970. 

The full-term license will not be issued 
until the Commission has made the find¬ 
ings, reflecting its review of the applica¬ 
tion under the Atomic Energy Act of 1954, 
as amended, which will be set forth in 
the proposed license, and has concluded 
that the issuance of the license will not 
be inimical to the common defense and 
security or to the health and safety of 
the public. The licensee has satisfied its 
obligation concerning indemnification as 
required by section 170 of the Act and 
10 CFR Part 140 of the Commission’s 
regulations. 

The facility is subject to the provisions 
of section B of Appendix D to 10 CFR 
Part 50, which sets forth procedures ap¬ 
plicable to review of environmental con¬ 
siderations for production and utilization 
facilities for which construction permits 
or operating licenses were issued in the 
period of January 1, 1970. through Sep¬ 
tember 9, 1971. Notice is hereby given, 
pursuant to 10 CFR Part 2, "Rules of 
Practice,” and Appendix D of 10 CFR 
Part 50, “Licensing of Production and 
Utilization Facilities,” that the Commis¬ 
sion is providing an opportunity for hear¬ 
ing with respect to whether, considering 
those matters covered by Appendix D to 
10 CFR Part 50, the provisional operating 
license in the captioned proceeding 
should be continued, modified, termi¬ 
nated, or appropriately conditioned to 
protect environmental values. 

Within thirty (30) days from the date 
of publication of this notice in the Fed¬ 
eral Register, the licensee may file a 
request for a hearing and any person 
whose interest may be affected by this 
proceeding may file a petition for leave 
to intervene (1) with respect to whether, 
considering those matters covered by 
Appendix D to 10 CFR Part 50, the pro¬ 
visional operating license should be con¬ 
tinued, modified, terminated or appro¬ 
priately conditioned to protect environ¬ 
mental values, and (2) with respect to 
the issuance of a full-term facility oper¬ 
ating license. Requests for a hearing and 
petitions to intervene shall be filed in 
accordance with the Commission’s rules 
of practice in 10 CFR Part 2. If a request 
for a hearing or petition for leave to in¬ 
tervene is filed within the time prescribed 
in this notice, the Commission will issue 
a notice of hearing or an appropriate 
order. In accordance with 10 CFR section 
2.714, a petition for leave to intervene 
which is not timely filed will be dismissed 
unless the petitioner shows good cause 
for failure to file it on time. 

On November 18, 1971, in accordance 
with the provisions of 10 CFR Part 50, 


Appendix D. section E, the Commission’s 
Director of Regulation determined that 
the operation of the facility should not be 
suspended pending completion of the en¬ 
vironmental review required under the 
National Environmental Policy Act of 
1969 (36 FJt. 22327). Minnesota Environ¬ 
mental Control Citizen's Association 
(MECCA) requested a healing on that 
determination. The State of Minnesota 
also indicated to the Commission an in¬ 
terest in participating an any hearing 
which might be scheduled in connection 
with the Director of Regulation’s deter¬ 
mination. On May 3, 1972, the Commis¬ 
sion issued a memorandum and order 
that stated, among other things, the 
following: 

Hearings will be conducted on any issuance 
of a full-term operating license, assuming an 
appropriate request. The State of Minnesota 
and MECCA shall be parties to any such 
hearing, which shall be consolidated with the 
hearing contemplated by 10 CFR Part 50. 
Appendix D. section E. In the absence of an 
appropriate hearing request on the fuU-term 
operating license application, a hearing 
under Appendix D. section E, shall be no¬ 
ticed by the Commission. 

Accordingly, if an appropriate request 
for a hearing is made pursuant to this 
notice, the State of Minnesota and 
MECCA also will become parties to such 
hearing and the matters in controversy 
will be consolidated for hearing pur¬ 
poses. In the absence of an appropriate 
request for hearing, pursuant to this no¬ 
tice, a hearing under Appendix D, section 
E, will be noticed by the Commission as 
provided in the above-referenced memo¬ 
randum and order. 

For further details with respect to the 
matters under consideration, see the li¬ 
censee’s application for conversion of 
Provisional Operating License No. DPR- 
22 to a full-term operating license dated 
June 15, 1972, the licensee’s environ¬ 
mental report dated November 3, 1971. 
the supplement and errata thereto dated 
April 14, 1972, and May 2, 1972, respec¬ 
tively, and the Commission’s draft en¬ 
vironmental statement dated May 1972, 
which are available for public inspection 
at the Commission’s Public Document 
Room, 1717 H Street NW. f Washington, 
DC, and at the Environmental Resource 
Center, Minneapolis Public Library, 1222 
Southeast Fourth Street, Minneapolis, 
MN 55414. As they are completed and 
issued, the following documents also will 
be made available for public inspection 
at the above locations: (1) The report 
of the Advisory Committee on Reactor 
Safeguards on the application for a full- 
term operating license for the Monticello 
Nuclear Generating Plant, (2) the Com¬ 
mission’s final environmental statement 
pursuant to 10 CFR Part 50. Appendix D, 
(3) the safety evaluation prepared by the 
Directorate of Licensing, and (4) the 
proposed full-term operating license. A 
copy of each of items (1) through (4) 
may be obtained, when available and as 
our supply lasts, by request to the Deputy 
Director for Reactor Projects. Director¬ 
ate of Licensing, U.S. Atomic Energy 
Commission, Washington, D.C. 20545. 


Dated at Bethesda, Md., this 18th dav 
of August 1972. 

For the Atomic Energy Commission. 

Donald J. Skovholt, 
Assistant Director for Operating 
Reactors , Directorate of Li¬ 
censing. 

[FR Doc.72-14322 Filed 8-24-72;8:45 am] 


Civil AERONAUTICS BOARD 

(Docket No. 23333; Order 72-8-88) 

INTERNATIONAL AIR TRANSPORT 
ASSOCIATION 

Order Adopting Agreement Relating 
to Cargo Rate Matters 

Issued under delegated authority Au¬ 
gust 21,1972. 

An agreement has been filed with the 
Board pursuant to section 412(a) of the 
Federal Aviation Act of 1958 (the Act) 
and Part 261 of the Board’s economic 
regulations, between various air car¬ 
riers, foreign air carriers, and other car¬ 
riers, embodied in the resolutions of 
Traffic Conference 3 of the International 
Air Transport Association (IATA). The 
agreement, which was adopted by mail 
vote, has been assigned the above-desig¬ 
nated CAB agreement number. 

The agreement would rescind an ear¬ 
lier resolution, disapproved by the 
Board 1 as it would apply in air trans¬ 
portation, which provided for the impo¬ 
sition of an international route charge 
as a surcharge on the air waybill. As a 
consequence of the rescission of this res¬ 
olution and consistent with action taken 
in other world areas, the agreement be¬ 
fore us would increase by 2 percent mini¬ 
mum charges for cargo, general cargo 
rates, and specific commodity rates 
within the area comprising Asia/ Austra¬ 
lasia. We will herein approve the agree¬ 
ment which has limited application in 
air transportation (as defined by the 
Act) insofar as it affects rates to/from 
U.S. possessions in the Pacific area and 
might indirectly affect air transportation 
in the construction of through rates to/ 
from other UB. points. 

Pursuant to authority duly delegated 
by the Board in the Board’s regulations, 
14 CFR 385.14, it is not found that the 
following resolutions, which are incor¬ 
porated in Agreement CAB 23229, are 
adverse to the public Interest or in vio¬ 
lation of the Act: 

IATA Resolutions 

300(Mail 388)003. 300(Mail 388)553. 

300(Moil 388)501. 300(Mail 388)590. 

Accordingly, it is ordered , That: 
Agreement CAB 23229, be and hereby is 
approved. 

Persons entitled to petition the Board 
for review of this order pur suant to the 
Board’s regulations, 14 CFR 385.50, may 


1 Order 71-9-43 dated Sept. 9,1971. 
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file such petitions within 10 days after 
! e date of service of this order. 

This order shall be effective and be¬ 
come the action of the Civil Aeronautics 
Board upon expiration of the above pe¬ 
riod unless within such period a peti¬ 
tion’ for review is filed or the Board gives 
notice that it will review the order on 
its own motion. 


This order will be published in the 
Federal Register. 


By James L. Deegan. Chief, Passenger 
and Cargo Rates Division, Bureau of 

Economics. 


[ SEAL 1 Harry J. Zink, 

Secretary . 


|PR Doc.72-14511 Filed 8-24-72;8:53 amj 


[Docket No. 18401] 

REMANDED SERVICE TO OMAHA 
AND DES MOINES CASE 

Notice of Prehearing Conference 

Notice is hereby given that a prehear¬ 
ing conference in the above-entitled mat¬ 
ter is assigned to be held on October 3, 
1972, at 10 a.m. (local time), in Room 
726, Universal Building, 1825 Connecti¬ 
cut Avenue NW., Washington, DC, be¬ 
fore Administrative Law Judge Ross I. 
Newmann. 

In order to facilitate the conduct of 
the conference, parties are instructed to 
submit to the Administrative Law Judge 
and other parties (1) proposed state¬ 
ments of issues; (2) proposed stipula¬ 
tions; (3) requests for information; (4) 
statement of positions of parties; and 
(5) proposed procedural dates. The Bu¬ 
reau of Operating Rights will circulate 
its material on or before September 14, 
1972, and the other parties on or before 
September 25, 1972. The submissions of 
the other parties shall be limited to 
points on which they differ with the Bu¬ 
reau of Operating Rights, and shall fol¬ 
low the numbering and lettering used 
by the Bureau to facilitate cross-refer¬ 
encing. 

Dated at Washington, D.C., August 22, 
1972. 

[sealI Ralph L. Wiser, 

Chief Administrative Law Judge . 

[FR Doc.72-14514 Filed 8-24-72;8:53 am] 


[Docket No. 24419] 


SOCIETA’ AEREA MEDITERRANEA 
SAM S.p.A. 

Notice of Hearing 

Notice is hereby given, pursuant to 
the provisions of the Federal Aviation 
< C 1958, 35 amen ded» that a hearing 
m the above-entitled proceeding is as- 
JgjjJ®** 156 he * *cl on September 28, 
J972. at 10 a.m. (local time), in Room 503, 
universal Building, 1825 Connecticut 
Avenue, NW M Washington, DC, before 
the undersigned. 

F or information concerning the issues 
a nd other details involved in this pro¬ 


ceeding. interested persons are referred 
to the prehearing conference report, 
served July 13, 1972, and other docu¬ 
ments which are in the docket of this 
proceeding on file in the Docket Section 
of the Civil Aeronautics Board. 

Dated at Washington. D.C., August 22, 
1972. 

TsealI Robert L. Park, 

Associate Chief 
Administrative Law Judge . 

[FR Doc.72-14513 Filed 8-24-72;8:53 amj 


l Docket No. 18078; Order 72-8-87] 

TRANSATLANTIC AND 
TRANSPACIFIC MAIL RATES 

Order To Show Cause 

Adopted by the Civil Aeronautics Board 
at its office in Washington, D.C. on the 
18th day of August 1972. 

American Airlines, Inc. (American), by 
Order 69-7-104. dated July 17, 1969, was 
awarded a certificate of public conveni¬ 
ence and necessity by the Board, author¬ 
izing it to engage in overseas and foreign 
air transportation over Route 162 be¬ 
tween specific points in the United States 
and points in the South Pacific and Aus¬ 
tralia. On July 7, 1972, the Board issued 
Order 72-7-17 extending the applicabil¬ 
ity of the transpacific service mail rate 
to this route on and after December 12, 
1970, thereby necessitating the establish¬ 
ment of standard mileages to be used in 
computing payments to American for 
carriage by air of U.S. mail over the pairs 
of points authorized from this date. 

By this order the Board proposes to 
amend Order 68-9-9, dated September 4, 
1968, by adding to the Revised Appendix 
A, 1 the standard mileage for each pair 
of points served by American over its 
transpacific route (Route 162).* 
Standard mileages for each pair of 
points to be added to Revised Appendix 
A of Order 68-9-9 are set forth in the ap¬ 
pendix to this order.* 

Based upon the foregoing considera¬ 
tions, the Board finds and concludes: 

Order 68-9-9, dated September 4,1968, 
should be amended by adding the appen¬ 
dix, attached to the instant order to show 
cause, which provides standard mileages 
for carriage of United States mail by air 


1 Appendix A of Order 66-9-9, revised by 
Order 69-7-11, dated July 2, 1969, set forth 
the standard mileage for each pair of points 
served by US. air carriers, by carrier, over 
their transatlantic and transpacific routes. 

* Pursuant to Order 72-3-7, dated March 3, 
1972, the Board has under consideration a 
change to great circle miles which will of 
course supersede the mileages established 
herein. 

•Filed as part of the original document. 
Pan American’s standard mileages are 
adopted for American wherever applicable. 
For those pairs of points which American 
serves exclusively, great circle mileage be¬ 
tween the points in the United States and 
Honolulu are combined with Pan American’s 
standard mileages between Honolulu and 
points In the South Pacific. For all other 
pairs of points, great circle mileages have 
been used as standard mUeages. 


in the transpacific services of American. 

Accordingly, pursuant to the Federal 
Aviation Act of 1958 and particularly 
sections 204(a) and 406 thereof, and pur¬ 
suant to the regulations promulgated in 
14 CFR, Part 302. 

It is ordered, That: 

1. All interested parties in Docket 
18078, and particularly American Air¬ 
lines. Inc. and the Postmaster General 
are directed to show cause why the Board 
should not adopt the foregoing proposed 
findings and conclusions and fix, deter¬ 
mine, and publish the standard mileage 
specified above for the transportation of 
mail by aircraft, the facilities used and 
useful therefor, and the services con¬ 
nected therewith as specified above as the 
fair and reasonable standard mileage for 
each pair of points served by American 
Airlines, Inc. in transpacific service, on 
and after December 12, 1970; 

2. Further procedures herein shall be 
in accordance with 14 CFR, Part 302, and 
notice of any objection to the findings 
and conclusions proposed herein, shall 
be filed within 10 days, and if notice is 
filed, written answer and supporting doc¬ 
uments shall be filed within 30 days after 
service of this Order; 

3. If notice of objection is not filed 
within 10 days after service of this order, 
or if notice is filed and answer is not 
filed within 30 days after service of this 
order, all persons shall be deemed to 
have waived the right to a hearing and 
all other procedural steps short of a 
final decision by the Board, and the 
Board ms^y enter an order incorporating 
the findings and conclusions proposed 
herein and fix and determine the stand¬ 
ard mileages specified herein; 

4. If answer is filed presenting issues 
for hearing, the issues involved in de¬ 
termining the fair and reasonable stand¬ 
ard mileages shall be limited to those 
specifically raised by the answer, except 
insofar as other issues are raised in ac¬ 
cordance with Rule 307 of the rules of 
practice (14 CFR 302.307); and 

5. This order shall be served on all 
interested parties in Docket 18078 and 
particularly American Airlines, Inc. and 
the Postmaster General. 

Tills Order will be published in the 
Federal Register. 

[seal 1 Harry J. Zink, 

Secretary . 

[FR Doc.72-14512 Filed 8-24-72;8:53 ami 


CIVIL SERVICE COMMISSION 

DEPARTMENT OF AGRICULTURE 

Notice of Revocation of Authority To 
Make Noncareer Executive Assign¬ 
ment 

Under authority of § 9.20 of Civil 
Service Rule IX (5 CFR 9.20), the Civil 
Service Commission revokes the author¬ 
ity of the Department of Agriculture to 
fill by noncareer executive assignment 
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in the excepted service the position of 
Assistant Administrator for Market De¬ 
velopment, Foreign Agricultural Service. 

United States Civil Serv¬ 
ice Commission, 

[seal] James C. Spry, 

Executive Assistant to 
the Commissioners. 
[FR Doc.72-14482 Filed 8-24-72;8:51 am] 


EXFORT-IMPORT BANK OF THE 
UNITED STATES 

Notice of Revocation of Authority To 
Make Noncareer Executive Assign¬ 
ment 

Under authority of § 9.20 of Civil Serv¬ 
ice Rule IX (5 CFR 9.20), the Civil 
Service Commission revokes the author¬ 
ity of the Export-Import Bank of the 
United States to fill by noncareer execu¬ 
tive assignment in the expected sendee 
the position of vice president for Export 
Expansion. 

United States Civil Serv¬ 
ice Commission, 

[seal] James C. Spry, 

Executive Assistant to 
the Commissioners. 

[FR Doc.72-14483 Filed 8-24-72;8:51 am] 


DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE 

Notice of Grant of Authority To Make 
Noncareer Executive Assignment 

Under authority of § 9.20 of Civil Serv¬ 
ice Rule IX (5 CFR 9.20), the Civil 
Service Commission authorizes the De¬ 
partment of Health, Education, and Wel¬ 
fare to fill by noncareer executive 
assignment in the excepted service the 
position of special assistant to the Sec¬ 
retary for Drug Abuse Prevention, Office 
of the Secretary, Office of the Assistant 
Secretary for Health and Scientific 
Affairs. 

United States Civil Serv¬ 
ice Commission, 

[seal] James C. Spry, 

Executive Assistant to 
the Commissioners. 

]FR Doc.72-14480 Filed 8-24-72;8:51 am] 


OFFICE OF MANAGEMENT AND 
BUDGET 

Notice of Revocation of Authority To 
Make Noncareer Executive Assign¬ 
ment 

Under authority of § 9.20 of Civil Serv¬ 
ice Rule IX (5 CFR 9.20), the Civil Serv¬ 
ice Commission revokes the authority of 
the Office of Management and Budget 
to fill by noncareer executive assignment 
in the excepted service the position of 


executive assistant to the Director, Office 
of the Director. 

United States Civil Serv¬ 
ice Commission, 

[seal] James C. Spry, 

Executive Assistant to 
the Commissioners . 
[FR Doc.72-14484 Filed 8-24-72:8:61 am] 


MANPOWER SHORTAGE 
Notice of Listing 

Under the provisions of 5 U.S.C. 5723, 
the Civil Service Commission has found 
effective July 21, 1972 that there is a 
manpower shortage for the single posi¬ 
tion of assistant secretary for Museum 
Programs, Smithsonian Institution. The 
appointee may be paid for the expense 
of travel and transportation to his first 
post of duty. 

United States Civil Serv¬ 
ice Commission, 

[seal] James C. Spry, 

Executive AssistaJit to 
the Commissioners. 
|FR Doc.72-14486 FUed 8-24-72:8:61 am] 


MANPOWER SHORTAGE 
Notice of Listing 

Under the provisions of 5 U.S.C. 5723, 
the Civil Service Commission has found 
effective August 9, 1972, that there is a 
manpower shortage for the single posi¬ 
tion of Special Assistant to the Secretary 
for Drug Abuse Prevention, Office of the 
Assistant Secretary for Health and Sci¬ 
entific Affairs, Department of Health, 
Education, and Welfare. The appointee 
may be paid for the expenses of travel 
and transportation to his first post of 
duty. 

United States Civil Serv¬ 
ice Commission, 

[seal] James C. Spry, 

Executive Assistant to 
the Commissioners . 

|FR Doc.72-14485 Filed 8-24-72:8:61 am] 


DEPARTMENT OF TRANSPORTATION 

Notice of Revocation of Authority To 
Make Noncareer Executive Assign¬ 
ment 

Under authority of § 9.20 of Civil Serv¬ 
ice Rule IX (5 CFR 9.20), the Civil 
Service Commission revokes the author¬ 
ity of the Department of Transportation 
to fill by noncareer executive assignment 
In the excepted service the position of 
special assistant to the Secretary (Field 
Coordination), Office of the Secretary. 

United States Civil Serv- 
Commission, 

[seal] James C. Spry, 

Executive Assistant to 
the Commissioners. 

[FR Doc.72-14481 Filed 8-24-72;8:51 am] 


FEDERAL COMMUNICATIONS 
COMMISSION 

(Docket No. 10419] 

AMERICAN TELEPHONE AND 
TELEGRAPH CO. 

Order Extending Time 

In the matter of American Telephone 
and Telegraph Co., Long Lines Depart¬ 
ment, Revision of Tariffs FCC No. 259 
and No. 260, Docket No. 19419. 

The Chief, Common Carrier Bureau, 
has before him for consideration a mo¬ 
tion for extension of time to file a reply, 
filed by the Independent Data Com¬ 
munications Manufacturers Association, 
Inc. (IDCMA) on August 14, 1972 ! 
IDCMA submits that the American 
Telephone and Telegraph Co.'s (A.T. & 
T.) opposition to its petition to reject 
or suspend tariff provisions contains ex¬ 
tensive data and that to properly eval¬ 
uate said data additional time more 
than the 7 days allocated by the Com¬ 
mission in its order of June 26, 1972 
(No. 72-539), is necessary to prepare a 
reply. IDCMA requests that its time for 
reply be extended to and including Au¬ 
gust 28, 1972. It appears that good cause 
has been shown for the extension re¬ 
quested and that the period of time 
sought is not unreasonable 

Accordingly, it is ordered , That, pur¬ 
suant to §§ 0.297 and 0.303(c), IDCMA s 
time for filing a reply to opposition Is 
extended to and including August 28, 
1972. 

Adopted: August 17, 1972. 

Released: August 18, 1972. 

Federal Communications 
Commission, 

[seal] Bernard Strassburg, 

Chief. Common Carrier Bureau. 

[FR Doc.72-14490 Filed 8-24-72;8:52 am] 


CABLE TELEVISION ADVISORY GROUP 
Schedule of Meeting 

August 17, 1972. 

The Steering Committee of the Cable 
Television Technical Standards Advisory 
Committee of the Commission will hold 
an open meeting September 11, 1972, 
Room 847S at the FCC, 1919 M Street 
NW., Washington, DC. 

The agenda of the meeting will in¬ 
clude discussion of subcommittee chair¬ 
man selection, assignment of duties of 
subcommittee, and a timetable for fu¬ 
ture meeting dates. 

Federal Communications 
Commission. 

[seal] Ben F. Waple, 

Secretary . 

[FR Doc.72-14488 Filed 8-24^72:8:51 am] 
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CABLE TV GOVERNMENT ADVISORY 
GROUP 

Scheduled Meetings 

August 21,1972. 

The Steering Committee of the Cable 
Television Federal-State/local Advisory 
Committee will meet September 12 and 
13 1972, at 10 a.m. The first meeting will 
be in Room A205 of the FCC Annex, 1229 
20th Street NW., Washington, DC; the 
second meeting will be in Room 847S of 
the FCC main building, 1919 M Street 
NW 

* The meeting will include special pres¬ 
entations by guest speakers on Federal- 
State local relationships and a question 
and answer session between the Steer¬ 
ing Committee and the speakers, followed 
by a general discussion. The Steering 
Committee will also take up a series of 
urgent issues concerned with Federal- 
State, local relationships. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Secretary. 

JFR Doc.72-14489 Filed 8-24-72;8:51 am] 


FEDERAL MARITIME COMMISSION 


CERTIFICATES OF FINANCIAL 
RESPONSIBILITY (OIL POLLUTION) 
Notice of Certificates Revoked 


Notice of voluntary revocation is 
hereby given with respect to Certificates 
of Financial Responsibility (Oil Pollu¬ 
tion) which had been issued by the Fed¬ 
eral Maritime Commission, covering the 
below-indicated vessels, pursuant to Part 
542 of Title 46 CFR and section 11 (p) (1) 
of the Federal Water Pollution Control 
Act, as amended. 


Certificate Owner/operator 

No. and vessels 


01009... 

01011 ... 

01037_ 

01104_ 

01145... 
01155_ 

01280... 

01323_ 

01421... 

01428... 

01431... 

01456... 


A/S Kristian A. Danielsen & Co.: 
Sol Reefer. 

Aktieselskabet Det Ostasiatiske 
Kompagni: 

Magdala. 

Skips A/S Tautra & Skibs A/S 
Trolla: 

Tarva. 

Hyundai International, Inc.: 

Atlas Pioneer. 

Det Bergenske Dampskibsselskab: 
Uranus. 

Ernst Jacob, Reeder und Schlffs- 
makler: 

Ernst Mittmann. 

Compania Salamlnla de Navega- 
cion S.A.: 

Myrtldlotlssa. 

Manchester Liners, Ltd.: 
Manchester Merit. 

Manchester Progress. 

Bibby Line, Ltd.: 

Herefordshire. 

Yorkshire. 

Staffordshire. 

The Ocean Steamship Co., Ltd.: 
Obuasi. 

Onltsha. 

Bolton Steam Shipping Co., Ltd.: 
Ribblehead. 

Larrlnaga Steamship Co., Ltd.: 
Niceto de Larrlnaga. 


Certificate 

No. 


01481_ 


01811- 


01816- 


01819... 


01865... 


01891 — 


01900—. 


01035— 


02075- 


02170- 


02194 — 


02198_ 

02199—. 

02258— 

02306... 

02384— 


02394— 


02413_ 


02439_ 


02583_ 

02715— 
02877_ 


03129— 


03176- 


03255... 


03274—. 


03415... 


03447— 


03453 — 


03480— 


03484... 


03502... 


03505... 


Owner/operator 
and vessels 
Chios Shipping Co., Ltd.: 

Chios. 

Partenreederel M/S Amelie Thys- 
sen: 

Amelie Thyssen. 

The Bowater Steamship Co., Ltd.: 

Elizabeth Bowater. 

King Line. Ltd.: 

King Malcolm. 

King Arthur. 

Marlene Shipping Co., Inc.: 
Vanlene. 

Carml Barge Line: 

CBC 742. 

Red Anchor Line, Ltd.: 

Merryn Elizabeth. 

Rosetta Maud. 

Parnershlp between SS Company 
Svendborg, Ltd. Steamship 
Company of 1912, Ltd.: 
Kristine Maersk. 

Jane Maersk. 

Eden Shipping Co.: 

World Gallantry. 

Karen Shipping Co., Ltd.: 

Zaira. 

Compagnle Generale Trausatlan- 
tigne: 

Guadeloupe. 

Peninsular & Oriental Steam 
Navigation Co.: 

Howra. 

Atlantic Richfield Co.: 

Sinclair Great Lakes. 
Bruusgaard Klloeteruds & Co.: 
Hermes. 

Erllng H. Samuclsens Rederi A/S: 
Jeauine. 

A/S Kristlansands Tankrederl 
A/S, A/S Kristlansands Tank- 
rederi n, Aksjeselskapet Avant 
and Aksjeselskapet Skjold- 
heim: 

Pol ymon arch. 

Astrobrlllo Compania Naviera 
S.A.: 

Orient Exporter. 

Omeros Shipping Co. S.A.: 

Arlston. 

Bereederungs-Aliianoe Flensburg 
G.m.b.H.: 

Cap Delgado. 

Cap Castillo. 

Pacific Inland Navigation Co.: 
Barge 514. 

Barge 1597. 

Barge 1599. 

Allied Towing Corp.: 

ACS-1. 

Japan Mail Steamship Co., Ltd.: 
Manila Maru. 

Aki M&ru. 

Orion Navigation Corp.: 

First Lady. 

Spartan Compania Marltima S.A.: 

Ilkon Aya. 

Port Line Ltd.: 

Port Melbourne. 

Port Huon. 

Castle Shipping Corp.: 

Alkis. 

Chiyoda Risen K.K.: 

Anakan Maru. 

K.K. Kyokuyo: 

Chiyoda Maru No. 3. 

Kvosel Risen K.K.: 

Silver Crane. 

Osaka Senpaku K.K.: 

Suez Maru. 

Sanko Risen K.K.: 

Kalko Maru. 

Shinyei Senpaku K.K.: 

Kyoshin Maru. 

Port Elizabeth Maru. 

Showa Yusen Kabushiki Kaisha: 
Heiyo Maru. 


Certificate 

NO. 


Owner/operator 
and vessels 


03968— 


03979— 


04080—. 


04147_ 

04276— 

04413_ 

04418- 

04450_ 

04557- 

04568__ 

04580— 

04837— 

04891_ 

05054_ 


05126_ 


05141- 

05155_ 

05174... 


05478— 


05520_ 


05580_ 


06021_ 


06289— 


06522— 
06583_ 

06946_ 


Zlm Israel Navigation Co.. Ltd.: 
Ampal. 

Shomron. 

Moran Towing Corp.: 

CL&P No. 4. 

Port Arthur Towing Co.: 

Pat co 100. 

Patco 50. 

Patco 51. 

Patco 40. 

Gaf 1. 

M-l. 

M-2. 

Triton. 

Theokipa Enterprises, Ltd.: 

Marica Matheos. 

Rivtow Straits Ltd.: 

Gibraltar Straits. 

Leif Hoegh & Co. A/S: 

Leif Hnegh Vedette. 

Bernhard Howaldt, Hamburg: 
Geert Howaldt. 

Abeto Shipping (Panama) Corp.: 

Princess Abeto. 

Mr. Mutuo Mori : 

Shotoku Maru No. 65. 

United Venture Navigation Co., 
Ltd.: 

Grand Fair. 

Marine Transport Lines, Inc.: 

Marine Dow Chem. 

Invermar Lines, Inc.: 

Uniserv. 

AB A.K. Fernstroms Granitin: 

Blrgltta Fernstrom. 

Panama Overseas Shipping Co., 
Inc.: 

Conqueror. 

E.A.C. Barges, Inc.: 

E.A.C. 151. 

Drechtships N.V.: 

Avedrecht. 

Mijdrecht. 

Moordrecht. 

Bultema Dock & Dredge Co.: 

Derrick No. 23. 

Hanover Steamship Corp.: 

Ocean Lancer. 

Rudora Shipping Co.: 

Pandora. 

Union Carbide Corp.: 

NMS 1200. 

NMS 3205. 

Kamchatka Shipping Co.: 

Floating Crone No. 98. 

Gamma Fishing Co., Inc.: 
Venturess. 

United Overseas Export Lines, 
Inc., Liberia: 

Oriental Warrior. 

Alloth Navigation Corp.: 

Pol a N. 

M.I.L. Tug & Salvage Ltd.: 
Foundation Valiant. 

Foundation Venture. 

Bath Iron Works Corp.: 

Yard Hull No. 357. 


By the Commission. 

Joseph C. Polking, 
Assistant Secretary. 
JFR Doc.72-14506 Filed 8-24r-72;8:53 am] 


PORT OF SEATTLE AND 
PACIFIC MOLASSES CO. 

Notice of Agreement Filed 

Notice is hereby given that the follow¬ 
ing agreement has been filed with the 
Commission for approval pursuant to 
section 15 of the Shipping Act, 1916, as 
amended (39 Stat. 733, 75 Stat. 763, 46 
U.S.C. 814). 
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Interested parties may inspect and 
obtain a copy of the agreement at the 
Washington office of the Federal Mari¬ 
time Commission, 1405 I Street, NW. t 
Room 1015; or may inspect the agree¬ 
ment at the field offices located at New 
York, N.Y., New Orleans, La., and San 
Francisco, Calif. Comments on such 
agreements, including requests for hear¬ 
ing, may be submitted to the Secretary. 
Federal Maritime Commission, Wash¬ 
ington, D.C. 20573, within 20 days after 
publication of this notice in the Federal 
Register. Any person desiring a hearing 
on the proposed agreement shall provide 
a clear and concise statement of the 
matters upon which they desire to ad¬ 
duce evidence. An allegation of discrim¬ 
ination or unfairness shall be accom¬ 
panied by a statement describing the 
discrimination or unfairness with par¬ 
ticularity. If a violation of the Act or 
detriment to the commerce of the United 
States is alleged, the statement shall set 
forth with particularity the acts and 
circumstances said to constitute such 
violation or detriment to commerce. 

A copy of any such statement should 
also be forwarded to the party filing the 
agreement (as indicated hereinafter) 
and the statement should indicate that 
tliis has been done. 

Notice of Agreement Filed by: 

Mr. Alvin L. Sklow. Director. Real Estate, 

Port of Seattle, Post Office Box 1209, Seat¬ 
tle, WA 98111. 

Agreement No. T-2672, between the 
Port of Seattle (Port) and Pacific Mo¬ 
lasses Co. (PM), provides for the 10-year 
lease to PM (with renewal options) of 
a 2,548 square foot vacant tract of land 
to be used for the storage of molasses 
products. As compensation, the Port is 
to receive $43.61 per month in lieu of 
tariff charges. 

By order of the Federal Maritime 
Commission. 

Dated: August 22, 1972. 

Joseph C. Polking, 
Assistant Secretary. 

IFR Doc.72-14508 Filed 8-24-72:8:53 am] 


STAR FORWARDERS, INC. AND 
DOLPHIN FORWARDING, INC. 

Notice of Agreement Filed 

Notice is hereby given that the follow¬ 
ing agreement has been filed with the 
Commission for approval pursuant to 
section 15 of the Shipping Act, 1916, as 
amended (39 Stat. 733, 75 Stat. 763, 46 
U.S.C. 814). 

Interested parties may inspect and ob¬ 
tain a copy of the agreement at the 
Washington office of the Federal Mari¬ 
time Commission, 1405 I Street NW., 
Room 1015; or may inspect the agree¬ 
ment at the field offices located at New 
York, N.Y., New T Orleans, La., and San 
Francisco, Calif. Comments on such 
agreements, including requests for hear¬ 
ing, may be submitted to the Secretary, 
Federal Maritime Commission, Wash¬ 
ington, D.C. 20573, within 20 days after 


publication of this notice in the Federal 
Register. Any person desiring a hearing 
on the proposed agreement shall provide 
a clear and concise statement of the 
matters upon which they desire to ad¬ 
duce evidence. An allegation of discrim¬ 
ination or unfairness shall be accom¬ 
panied by a statement describing the 
discrimination or unfairness with par¬ 
ticularity. If a violation of the Act or 
detriment to the commerce of the United 
States is alleged, the statement shall set 
forth with particularity the acts and cir¬ 
cumstances said to constitute such vio¬ 
lation or detriment to commerce. 

A copy of any such statement should 
also be forwarded to the party filing the 
agreement (as indicated hereinafter) 
and the statement should indicate that 
this has been done. 

Notice of agreement filed by: 

Mr. J. E. McNamara, Traffic Manager, Star 

Forwarders, Inc., Post Office Box 12264, 

Soulard Station, St. Louis, MO 63157. 

Agreement No. DC-55, between Star 
Forwarders, Inc. (Star) and Dolphin 
Forwarding, Inc. (Dolphin), who are 
both nonvessel operating common car¬ 
riers in the U.S. North Atlantic-Puerto 
Rico trade, is a cooperative working ar¬ 
rangement providing for joint-load con¬ 
tainer shipments on a single bill of lad¬ 
ing from the Midwestern United States 
through the Port of New York to Puerto 
Rico. Under the terms of the agreement. 
Star will originate shipments in the 
Midwestern United States and transport 
them to Dolphin for loading in a Dolphin 
container at the Port of New York for 
transportation to Puerto Rico. Shipments 
originated by Star will travel from origin 
to final destination on a through bill is¬ 
sued by Star, and will remain under the 
complete control and liability of Star 
until delivered at the final destination. 
Dolphin will issue the bill of lading for 
the ocean voyage of the container and 
will pay all transportation costs there¬ 
for to the ocean carrier. As compensa¬ 
tion, Dolphin will receive Star’s fair 
share of the cost of ocean transporta¬ 
tion for each container, as well as rates 
agreed to by the parties for receiving and 
loading services at the Port of New York 
and unloading services at Puerto Rico. 

By order of the Federal Maritime com¬ 
mission. 

Dated: August 22, 1972. 

Joseph C. Policing, 
Assistant Secretary. 

[FR Doc.72-14507, Filed 8-24-72:8:53 am] 

FEDERAL POWER COMMISSION 

[Project No. 27151 

GREEN BAY AND MISSISSIPPI CANAL 
CO. 

Notice of Application for License for 
Constructed Project 

August 21, 1972. 

Public notice is hereby given that ap¬ 
plication for approval of major license 


was filed January 4, and supplemented 
November 1, November 10, and Decem¬ 
ber 16, 1971; and January 28,1972, under 
thj Federal Power Act (16 U.S.C. 79la- 
825r) by the Green Bay and Mississippi 
Canal Co. (Correspondence to Mr. Wil- 
bard J. Schenck, Director, Green Bay 
and Mississippi Canal Co., 204 West Col¬ 
lege Avenue, Appleton, WI 54911) lo¬ 
cated in the Village of the Combined 
Locks, Outagomie County, Wis., on the 
Fox River, a navigable water of the 
United States. 

The project has a capacity of 4540 kv. 
The run of the river Combined Locks 
project consists of: (1) A dam about 
1,005 feet long consisting of an overflow 
section about 288 feet long and 24 feet 
high, a grinder building section about 70 
feet long and 25 feet high, a 285-foot- 
long and 25-foot-high right abutment 
section with trash rock and forebay; (2i 
a small reservoir; (3) a powerhouse con¬ 
taining two 300-kw. units, two 350-kw. 
units, two 595-kw. units and one 400-kw. 
unit; (4) a substation; (5) four mechan¬ 
ical units rated 550 horsepower each at 
20-foot head house in the grinder build¬ 
ing; (6) appurtenant facilities. 

The applicant, owner, has leased the 
project for the generation of power for 
industrial purposes to combined Paper 
Mill, Inc. Without the removal of indus¬ 
trial structures adjacent to or within 
the project area, there is no available 
land for recreational purposes. 

Any person desiring to be heard or to 
make any protest with reference to said 
application should on or before Septem¬ 
ber 29, 1972, file with the Federal Power 
Commission in accordance with the re¬ 
quirements of the Commission’s rules of 
practice and procedure (18 CFR 1.8 or 
1.10). All protests filed with the Com¬ 
mission will be considered by it in deter¬ 
mining the appropriate action to be 
taken but will not serve to make the 
Protestants parties to the proceeding. 
Persons wishing to become parties to the 
proceeding or to participate as a party 
in any hearing therein must file peti¬ 
tions to intervene in accordance with 
the Commission’s rules. The application 
is on file with the Commission and avail¬ 
able for public Inspection. 

Kenneth F. Plumb. 

Secretary. 

]FR Doc.72-14453 Filed 8-24-72:8:49 am] 


[Docket No. RP73-14] 

MICHIGAN WISCONSIN PIPE LINE CO. 

Notice of Filing of Purchased Gas 
Adjustment Clause 

August 21, 1972. 

Take notice that on July 26, 1972. 
Michigan Wisconsin Pipe Line Co. filed 
with the Commission in Docket No. 
RP73-14 a revised purchased gas adjust¬ 
ment clause to supersede the purchased 
gas adjustment clause presently ill- 
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corpora ted in its FPC Gas Tariff. 1 Michi¬ 
gan Wisconsin states that the revised 
PGA clause was filed in accordance with 
the requirements of Commission Order 
No. 452 -A, issued June 13,1972, and that 
such revised clause conforms with the 
terms and conditions prescribed in § 154.- 
38(d)(4) of the Commission’s regula¬ 
tions under the Natural Gas Act. Michi¬ 
gan Wisconsin requests waiver of § 154.22 
of the regulations to permit the revised 
PGA clause to become effective August 1, 
1972. 

Copies of the revised PGA clause and 
letter of transmittal were served by 
Michigan Wisconsin on its customers and 
interested state commissions. 

Any person desiring to be heard with 
reference to Michigan Wisconsin's re¬ 
vised PGA clause filed in this docket 
should file a petition to intervene or pro¬ 
test with the Federal Power Commission, 
Washington, D.C. 20426, in accordance 
with the requirements of the Commis¬ 
sion’s rules of practice and procedure (18 
CFR 1.8 or 1.10). All such petitions or 
protests should be filed on or before 
August 31,1972. All protests filed with the 
Commission will be considered by it in 
determining the appropriate action to be 
taken, but will not serve to make the 
Protestants parties to the proceeding. 
Any person wishing to become a party to 
the proceeding must file a petition to in¬ 
tervene in accordance with the Commis¬ 
sion's rules. Michigan Wisconsin’s filing 
in this docket Is on file with the Commis¬ 
sion and available for public inspection. 

Kenneth F. Plumb, 

Secretary . 

(PR Doc.72-14454 Filed 8-24-72:8:49 ami 


lProject No. 2180] 

OWENS-ILLINOIS, INC. 

Notice of Application for New License 

August 21, 1972. 

Public Notice is hereby given that ap¬ 
plication has been filed June 26, 1970, 
under section 15 of the Power Act (16 
U.S.C. 791a-825r> by Owens-Illinois, Inc. 
(correspondence to: Mr. Dwight H. 
Morehead, secretary and counsel, 
Owens-Illinois, Inc., Owens-Illinois 
Building, Toledo, Ohio 43601, and Dr. R. 
B. Valley, operation and environmental 
control superintendent, Owens-Illinois, 
Inc., Tomahawk, Wis. 54487) for a new 
license for constructed Project No. 2180, 
known as Grandmother Falls, located in 
Lincoln County, Wis., near the town of 
Tomahawk on the Wisconsin River. 

The capacity of the Grandmother 
Falls project is 3.000 kw. (4,500 hp.). The 
project consists of: (1) A concrete 
pavity dam about 450 feet long consist¬ 
ing of an integral powerhouse 114 feet 
long, a nonoverflow section 100 feet long, 
and a gated section 236 feet long con¬ 


1 The revised PGA clause consists of Second 
Revised Sheet No. 27A, First Revised Sheet 
£os 27B through 27E, and Third Revised 
jMeet No. 27F to Michigan Wisconsin’s FPC 
uas Tarlf L Second Revised Volume No. 1. 


taining eight 19' x 26’ steel tainter gates; 
(2) a 758-acre pond at normal pool ele¬ 
vation of 1419.3 feet (USCRGS); (3) an 
outdoor substation containing three 
1,250 kv.-a. 2.3/44 kv. transformers; (4) 
a 5 ! /2 mile long 44 kv. transmission line; 
(5) a mill substation consisting of nine 
44,000/480 kv. transformers and three 
44/4.16 kv. transformers; (6) a 250-foot- 
long earth filled dike; and (7) all other 
facilities and interests appurtenant to 
the operation of the project. 

Three separate areas totalling 181.7 
acres are being reserved for future 
campgrounds. There are four free un¬ 
developed public boat landing sites, two 
of which are on lands owned by the town 
of Bradley. Additionally, fishing is per¬ 
mitted in project waters. Applicant pur¬ 
poses to cooperate with appropriate 
agencies in the future development of 
the company areas and to provide other 
recreational facilities as the need arises. 

According to the application: (1) Ap¬ 
plicant market for project power is Ap¬ 
plicant’s paper mill at Tomahawk, Wis., 
for other use of project power. Appli¬ 
cant has installed reareration (air vent¬ 
ing) to two of the three turbines for the 
purpose of reducing the dissolved oxygen 
deficiency of the water downstream 
from the Grandmother Falls Dam; (2) 
the estimated net investment in the 
project was $799,389.34 as of Decem¬ 
ber 31, 1971; (3) Applicant did not pro¬ 
vide an estimate in regards to severance 
damages in the event of take over by the 
United States; (4) the annual taxes paid 
to State and local government is $23,000 
annually. 

Any person desiring to be heard or to 
make any protest with reference to said 
application should on or before Octo¬ 
ber 12, 1972, file with the Federal Power 
Commission, Washington, D.C. 20426, 
petitions to intervene or protests in ac¬ 
cordance with the requirements of the 
Commission’s rules of practice and pro¬ 
cedure (18 CFR 1.8 or 1.10). All protests 
filed with the Commission will be con¬ 
sidered by it in determining the appro¬ 
priate action to be taken but will not 
serve to make the Protestants parties to 
the proceeding. Persons wishing to be¬ 
come parties to the proceeding or to par¬ 
ticipate as a party in any hearing therein 
must file petitions to intervene in ac¬ 
cordance with the Commission and 
available for public inspection. 

Kenneth F. Plumb, 
Secretary. 

|FR Doc.72-14455 Filed 8 *24-72:8:49 am( 


(Project No. 619J 

PACIFIC GAS AND ELECTRIC CO. 

Notice of Application for Change in 
Land Rights 

August 21,1972. 

Public notice is hereby given that ap¬ 
plication has been filed April 25, 1972, 
under the Federal Power Act (16 UJS.C. 
791a-825r) by the Pacific Gas and Elec¬ 
tric Co. (Correspondence to: Mr. J. F. 
Roberts, Jr., Vice President, Rates and 


Valuation, Pacific Gas and Electric Co., 
77 Beale Street, San Francisco, CA 94106) 
for change in land rights for constructed 
project No. 619, known as the Bucks 
Creek project located in Plumas County 
and Plumas National Forest, Calif, near 
Quincy, Westw’ood, and Chico, Calif, on 
Bucks, Grizzly, and Milk Ranch Creeks 
and their tributaries, all tributaries of 
the North Fork Feather River. 

The Applicant proposes to renew its 
lease to the Butte County Farm Bureau 
for the Bureau’s Organizational Camp¬ 
ground located at the Bucks Creek Res¬ 
ervoir. The Farm Bureau is considering 
a cooperative undertaking with other 
farm bureaus and their 4-H Club. The 
organizational campground has been in 
existence for the past 10 years. A plan 
for improvement of the existing facili¬ 
ties as well as the installation of addi¬ 
tional facilities has been submitted to the 
Applicant by the Farm Bureau. Also the 
Farm Bureau proposes to upgrade the 
sanitation and water supply facilities to 
meet all the applicable codes in the area. 

Any person desiring to be heard or to 
make any protest with reference to said 
application should on or before October 
2,1972, file with the Federal Power Com¬ 
mission in accordance with the require¬ 
ments of the Commission’s rules of prac¬ 
tice and procedure (18 CFR 1.8 or 1.10). 
All protests filed with the Commission 
will be considered by it in determining 
the appropriate action to be taken but 
will not serve to make the protestant par¬ 
ties to the proceeding. Persons wishing to 
become parties to the proceeding or to 
participate as a party in any hearing 
therein must file petitions to intervene in 
accordance with the Commission’s rules. 
The application is on file with the Com¬ 
mission and available for public inspec¬ 
tion. 

Kenneth F. Plumb, 

Secretary. 

|FR Doc.72-14456 Filed 8-24-72;8:49 anil 


(Docket No. CI72-767J 

WOLFSON OIL CO. 

Notice of Application 

August 18, 1972. 

Take notice that on May 22, 1972, 
Wolfson Oil Co. (Applicant), c/o Martin 
Allday, 201 Wall Towers East, Midland. 
TX 79701, filed in Docket No. CI72-767 
an application pursuant to section 7(b) 
of the Natural Gas Act for permission 
for and approval of the abandonment 
of the sale of natural gas from the 
Eunice-Monument Pool, Lea County, 
N. Mex., to Warren Petroleum Co. (War¬ 
ren) for resale to El Paso Natural Gas 
Co. (El Paso), all as more fully set forth 
in the application w r hich is on file with 
the Commission and open to public 
inspection. 

Applicant states that it is making a 
percentage sale to Warren within the 
contemplation of 5 154.91(e) of the regu- 
latio ns under the Natural Gas Act (18 
CFR 154.91(e)), that the gas is resold 
by Warren to El Paso under Warren’s 
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FPC Gas Rate Schedule No. 28, that the 
casinghead gas contract has terminated, 
that the well has been reclassified as a 
gas well, and that Applicant intends to 
sell the gas directly to Northern Natural 
Gas Co. (Northern) under a small pro¬ 
ducer certificate issued in Docket No. 
CS66-62. Applicant states that it is its 
understanding that the gas will be sold 
to Northern at a lower rate than the gas 
was being delivered at the tailgate of 
the processing plant which has been 
processing the casinghead gas during 
the time that the well was classified as 
an oil well. 

Any person desiring to be heard or to 
make any protest with reference to said 
application should on or before Septem¬ 
ber 12, 1972, file with the Federal Power 
Commission, Washington, D.C. 20426, a 
petition to intervene or a protest in ac¬ 
cordance with the requirements of the 
Commission’s rules of practice and pro¬ 
cedure (18 CFR 1.8 or 1.10). All protests 
filed with the Commission will be con¬ 
sidered by it in determining the appro¬ 
priate action to be taken but will not 
serve to make the protestants parties 
to the proceeding. Any person wishing to 
become a party to a proceeding or to par¬ 
ticipate as a party in any hearing therein 
must file a petition to intervene in ac¬ 
cordance with the Commission’s rules. 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 
7 and 15 of the Natural Gas Act and the 
Commission’s rules of practice and pro¬ 
cedure, a hearing will be held without 
further notice before the Commission on 
this application if no petition to inter¬ 
vene is filed within the time required 
herein, if the Commission on its own re¬ 
view of the matter finds that permis¬ 
sion and approval for the proposed 
abandonment are required by the public 
convenience and necessity. If a petition 
for leave to intervene is timely filed, or if 
the Commission on its own motion be¬ 
lieves that a formal hearing is required, 
further notice of such hearing will be 
duly given. 

Under the procedure herein provided 
for. unless otherwise advised, it will be 
unnecessary for Applicant to appear or 
be represented at the hearing. 

Kenneth F. Plumb, 

Secretary. 

IFR Doc.72-14427 Filed 8-24-72,8:47 ami 


FEDERAL RESERVE SYSTEM 

FIRST RAILROAD & BANKING 
COMPANY OF GEORGIA 

Proposed Acquisition of Mortgage 
Banking Assets of Southern Finance 
Corp. 

First Railroad & Banking Company of 
Georgia, Augusta, Ga., has applied, pur¬ 
suant to section 4(c) (8) of the Bank 
Holding Company Act (12 U.S.C. 1843 
(c) (8)) and § 225.4(b) (2) of the Board’s 


Regulation Y, for permission to acquire 
the mortgage banking assets of Southern 
Finance Corp., Augusta, Ga. Notice of 
the application was published on Au¬ 
gust 9, 1972, in the Savannah Evening 
Press, a newspaper circulated in Savan¬ 
nah, Ga., and on August 11, 1972, in the 
Augusta Herald, a newspaper circulated 
in Augusta, Ga. 

Applicant states it intends to combine 
the mortgage banking assets of South¬ 
ern Finance Corp. and the mortgage 
banking assets of Applicant’s subsidiary, 
Georgia Railroad Bank & Trust Co., Au¬ 
gusta, Ga., together with the assets of 
another of Applicant’s subsidiaries, First 
of Georgia Mortgage Co., Augusta, Ga., 
and through the latter corporation to 
engage in mortgage banking activities. 
The proposed mortgage banking activi¬ 
ties include the solicitation of mortgage 
customers to purchase mortgage re¬ 
demption insurance, and credit acci¬ 
dent and health insurance, under a group 
policy which names the lender as the 
insured. Such activities have been spe¬ 
cified by the Board in § 225.4(a) of Reg¬ 
ulation Y as permissible for bank hold¬ 
ing companies, subject to Board approval 
of individual proposals in accordance 
with the procedures of § 225.4(b). 

Interested persons may express their 
views on the question whether consum¬ 
mation of the proposal can “reasonably 
be expected to produce benefits to the 
public, such as greater convenience, in¬ 
creased competition, or gains in effi¬ 
ciency, that outweigh possible adverse 
effects such as undue concentration of 
resources, decreased or unfair competi¬ 
tion, conflicts of interests, or unsound 
banking practices.” Any request for a 
hearing on this question should be ac¬ 
companied by a statement summarizing 
the evidence the person requesting the 
hearing proposes to submit or to elicit 
at the hearing and a statement of the 
reasons why this matter should not be 
resolved without a hearing. 

The application may be Inspected at 
the offices of the Board of Governors 
or at the Federal Reserve Bank of 
Atlanta. 

Any views or requests for hearing 
should be submitted in writing and re¬ 
ceived by the Secretary, Board of Gov¬ 
ernors of the Federal Reserve System, 
Washington, D.C. 20551, not later than 
September 25, 1972. 

Board of Governors of the Federal 
Reserve System, August 18, 1972. 

EsealI Tynan Smith, 

Secretary of the Board. 

IFR Doc.72-14426 Filed 8-24-72;8:47 am) 

TARIFF COMMISSION 

(TEA—W-162J 

DAN RIVER, INC. 

Workers’ Petition for a Determination; 

Notice of Investigation 

On the basis of a petition filed under 
section 301(a)(2) of the Trade Expan¬ 


sion Act of 1962, on behalf of the former 
workers of the Clifton, S.C., plant of the 
Woodside Division of Dan River, Inc., the 
U.S. Tariff Commission, on August 21 
1972, Instituted an investigation under 
section 301(c)(2) of the act to deter¬ 
mine whether, as a result in major part 
of concessions granted under trade agree¬ 
ments, articles like or directly competi¬ 
tive with certain coarse cotton fabrics (of 
the types provided for in items 320.10- 
320.26 of the tariff schedules of the 
United States) produced by said firm 
are being imported into the United States 
in such increased quantities as to cause, 
or threaten to cause, the unemployment 
or underemployment of a significant 
number or proportion of the workers of 
such company or an appropriate sub¬ 
division thereof. 

The petitioners have not requested a 
public hearing. A hearing will be held 
on request of any other party showing a 
proper interest in the subject matter of 
the investigation, provided such request 
is filed within 10 days after the notice 
is published in the Federal Register. 

The petition filed In this case is avail¬ 
able for inspection at the Office of the 
Secretary, U.S. Tariff Commission, 
Eighth and E Streets NW., Washington! 
D.C., and at the New York City office of 
the Tariff Commission located in room 
437 of the Customhouse. 

Issued: August 22, 1972. 

By order of the Commission. 

Eseal] Kenneth R. Mason. 

Secretary. 

(FR Doc.72-14464 Filed 8-24-72:8:49 ami 

INTERSTATE COMMERCE 
COMMISSION 

(Notice 61) 

ASSIGNMENT OF HEARINGS 

August 22, 1972. 

Cases assigned for hearing, postpone¬ 
ment, cancellation, or oral argument ap¬ 
pear below and will be published only 
once. This list contains prospective as¬ 
signments only and does not include 
cases previously assigned hearing dates. 
The hearings will be on the issues as 
presently reflected in the official docket 
of the Commission. An attempt will be 
made to publish notices of cancellation 
of hearings as promptly as possible, but 
interested parties should take appropri¬ 
ate steps to insure that they are notified 
of cancellation or postponements of 
hearings in which they are interested. 

MO-70083 (Sub-No. 22), Drake Motor Lines. 
Inc., now assigned October 2, 1972. will be 
held In Room 300, U.S. Courthouse ana 
Custom House, Second Chestnut Street, 
Philadelphia. Pa. 

MC-C-7631, Travel Center of Waterbury, Inc. 
v. Eastern Ski Tours, Inc., et al., now being 
assigned hearing September 25. 1972 (2 
days), at New York. N.Y., In a hearing 
room to be later designated. 
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MC 136006 Sub 1, Wallklll Air Preight Corp.. 
now being assigned hearing September 27. 
1972 (3 days), at New York. N.Y., In a 
hearing room to be later designated. 

MC-107616 Sub 4, United News Transporta¬ 
tion Co., now assigned October 30. 1972, 
MC-5101 Sub 7, Sreln Furniture Carriers. 
Inc., now assigned November 1, 1972, will 
be held In Room 313, U.8. Civil Service 
Conference Room, U.S. Custom House. Sec¬ 
ond and Chestnut Streets, Philadelphia, 

Pa. _ 

MC 111812 Sub 465. Midwest Coast Trans¬ 
port, Inc.,, now assigned August 29, 1972, 
at Washington, D.C., hearing Is canceled 
and application dismissed. 

MC-3062 Sub 33, L. A. Tucker Truck Lines, 
Inc., now assigned September 11, 1972, at 
Memphis, Tenn., Is postponed Indefinitely. 

W-497 Sub 7, United States Lines. Inc., now 
assigned September 19, 1972, at Washing¬ 
ton, D.C., is canceled. 

No. 32066. Louisville and Nashville Railroad 
Co., et al. v. Akron, Canton & Youngstown 
Railroad Co., et al., No. 34276, Cincinnati, 
New Orleans & Texas Pacific Railway Co., 
et al. v. Akron, Canton & Youngstown Rail¬ 
road Co., et al.. No. 36686, Akron, Canton & 
Youngstown Railroad Co., et al. v. Aber¬ 
deen and Rockfish Railroad Co., et al.. No. 
35585 Sub 1, Burlington Northern, Inc., 
et al. v. Aberdeen and Rockfish Railroad 
Co., et al.. now being assigned for pre- 
hearing conference September 25. 1972, at 
the offices of the Interstate Commerce 
Commission, Washington, D.C. 

MCC 7697, Travel Ideas, Inc.; American Auto¬ 
mobile Association, Wisconsin Division; 
Agnes J. Ryan; and Travel & Tour Service, 
Inc.—investigation of operations and rev¬ 
ocation of license, now assigned Septem¬ 
ber 26, 1972, at Chicago, Ill., Is canceled 
and reassigned to September 26, 1972, at 
Madison, Wls.. in a hearing room to be 
later designated. 

MC-F-11474, H. W. Taynton Company, Inc.— 
purchase—Industrial Truck Lines, Inc. (In¬ 
ternal Revenue Service Successor in In¬ 
terest) , MC 109821 Sub 32, H. W. Taynton 
Company, Inc., now assigned September 11. 
1972, at New York, N.Y., postponed to 
September 25, 1972 (1 week). In Room 
E-2222, 26 Federal Plaza, New York, N.Y, 

MC 109373, National Trucking, Inc., now 
assigned September 11, 1972, at Austin, 
Tex., is postponed to October 16, 1972, at 
Austin, Tex., hearing will be held in Room 
577, Federal Office Building. 300 East 
Eighth Street, Austin, TX. 

MC-127834 Sub 70, Cherokee Hauling & 
Rigging, Inc., now assigned September 11, 
1972, at Pittsburgh, Pa., is postponed to 
October 2, 1972, will be held In Courtroom 
14, Fifth Floor, Post Office and Court¬ 
house Building, Seventh and Grant Streets, 
Pittsburgh, Pa. 

MC-63390 Sub 16, Carl R. Bleber. Inc., now 
assigned October 2. 1972, at Reading, Pa., 
is canceled and the application dismissed. 

MC 97904 Sub 13, Knoxville-Maryville Motor 
Express, Inc., now assigned September 12, 
1972. at Nashville, Tenn., hearing will be 
held In Room 143, on Floor C-l, Cordell 
Hull Building, Fifth Avenue, Nashville, 
Tenn. 

MC 135955, Bakker Service Station, Inc., now 
assigned August 23,1972, at New York, N.Y., 
Is postponed Indefinitely. 

[seal] Joseph M. Harrington, 

Acting Secretary, 
[PR Doc.72-14493 Filed 8-24-72;8:52 am] 


[Rev. S.O. 994; ICC Order 63, Arndt. 3] 

LOUISVILLE AND NASHVILLE RAIL¬ 
ROAD CO. AND BIRMINGHAM 

SOUTHERN RAILROAD CO. 

Rerouting or Diversion of Traffic 

Upon further consideration of ICC Or¬ 
der No. 63 and good cause appearing 
therefor: 

It is ordered. That: 

ICC Order No. 63 be, and it is hereby, 
amended by substituting the following 
paragraph (e) for paragraph (e> 
thereof: 

(e) Expiration date. This order shall 
expire at 11:59 p.m., January 30, 1973, 
unless otherwise modified, changed, or 
suspended. 

It is further ordered , That this amend¬ 
ment shall become effective at 11:59 
p.m., August 31,1972, and that this order 
shall be served upon the Association of 
American Railroads, Car Service Divi¬ 
sion, as agent of all railroads subscrib¬ 
ing to the car service and car hire 
agreement under the terms of that 
agreement, and upon the American Short 
Line Railroad Association; and that it be 
filed with the Director, Office of the Fed¬ 
eral Register. 

Issued at Washington, D.C., August 11, 
1972. 

Interstate Commerce 
Commission, 

[ seal! R. D. Pfahler, 

Agent . 

[FR Doc.72-14492 Filed 8-24~72;8:52 am[ 


[Notice 109] 

MOTOR CARRIER BOARD TRANSFER 
PROCEEDINGS 

Synopses of orders entered by the Mo¬ 
tor Carrier Board of the Commission 
pursuant to sections 212(b), 206(a), 211, 
312(b), and 410(g) of the Interstate 
Commerce Act, and rules and regul ations 
prescribed thereunder (49 CFR Part 
1132), appear below: 

Each application (except as otherwise 
specifically noted) filed after March 27, 
1972, contains a statement by applicants 
that there will be no significant effect 
on the quality of the human environ¬ 
ment resulting from approval of the ap¬ 
plication. As provided in the Commis¬ 
sion’s special rules of practice any inter¬ 
ested person may file a petition seeking 
reconsideration of the following num¬ 
bered proceedings within 20 days from 
the date of publication of this notice. 
Pursuant to section 17(8) of the Inter¬ 
state Commerce Act, the filing of such 
a petition will postpone the effective date 
of the order in that proceeding pending 
its disposition. The matters relied upon 
by petitioners must be specified in their 
petitions with particularity. 

No. MC-FC-73492. By order of Au¬ 
gust 9,1972, the Motor Carrier Board ap¬ 
proved the transfer to Allie Walke, doing 
business as A & W Trucking, Batesville, 
Ind., of the operating rights in Certifi¬ 


cate No. MC-51126 issued July 7, 1965 
to Clifford Timke, doing business as 
Timke Transfer Co., Batesville. Ind., au¬ 
thorizing the transportation of livestock, 
farm products, and general commodities, 
with exceptions, from and to Batesville, 
Ind., and points within 10 miles thereof, 
and Cincinnati, Ohio. Phillip J. Badell, 
Colonial Building, Courthouse Square. 
Rushville, Ind., 46173, attorney for 
applicants. 

No. MC-FC-73783. By order of Au¬ 
gust 8, 1972, the Motor Carrier Board 
approved the change in control to 
Gausepohl Travel Service. Inc., doing 
business as Gausepohl World Travel, In¬ 
dianapolis, Ind., of Broker License No. 
MC-12621, issued October 10. 1955, to 
Gausepohl Travel Service, Inc* Indi¬ 
anapolis, Ind., authorizing the holder 
thereof to engage in operations at In¬ 
dianapolis, Ind., as a broker arranging 
for the transportation of: Passengers 
and their baggage, beginning and ending 
at points in Indiana within 25 miles of 
Indianapolis, including Indianapolis, and 
extending to all points in the United 
States. Donald W. Smith, attorney. 900 
Circle Tower, Indianapolis, IN 46204. 

No. MC-FC-73860. By order of Au¬ 
gust 7, 1972, the Motor Carrier Board 
approved the transfer to George T. 
Ivanyo and Robert J. Ivanyo, a partner¬ 
ship, doing business as Ivanhoe Motor 
Lines, Elizabeth, N.J.. of the operating 
rights in Certificate No. MC-30544 issued 
September 13, 1949, to Joseph Ivanyo, 
doing business as Ivanhoe Motor Lines, 
Elizabeth, N. J., authorizing the transpor¬ 
tation of various commodities from New 
York, N.Y. to Philadelphia. Pa. and speci¬ 
fied points and areas in New Jersey and 
from Perth Amboy, N.J., to New York, 
N.Y., and points in Nassau County, N.Y. 

No. MC-FC-73864. By order of Au¬ 
gust 9, 1972, the Motor Carrier Board 
approved the transfer to Glover Truck¬ 
ing Corp.. Holland. Va.. of Permit No. 
MC-134564 (Sub-No. 2). issued May 17, 
1971, to Morris H. Glover, doing business 
as Glover Farms, Holland, Va., authoriz¬ 
ing the transportation of plastic con¬ 
tainers, from Franklin, Va., to points in 
that part of the United States on and 
east of a line beginning at the mouth of 
the Mississippi River, and extending 
along the Mississippi River to its junc¬ 
tion with the western boundary of 
Itasca County, Minn., thence northward 
along the western boundaries of Itasca 
and Koochiching Counties, Minn., to the 
United States-Canada boundary line, 
and materials for plastic containers, ex¬ 
cept in bulk, from Jersey City, N.J., to 
Franklin, Va, restricted to service per¬ 
formed under contract with Apollo Plas¬ 
tics, Inc. Charles Ephraim, Ephraim and 
Clark, Suite 600, 1250 Connecticut Av¬ 
enue NW., Washington, DC 20036. and 
J. Edward Moyler, Jr., Moyler and Moy- 
ler. Post Office Box 116, 506 North Main 
Street, Franklin, VA 23851, attorneys for 
applicants. 

[seal! Robert L. Oswald, 

Secretary . 

[FR Doc.72-14494 Filed 8-24-72;8:52 am] 
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NOTICES 


DEPARTMENT OF LABOR 

Employment Standards 
Administration 

MINIMUM WAGES FOR FEDERAL AND 
FEDERALLY ASSISTED CONSTRUCTION 

Area Wage Determination Decisions, 

Modifications and Supersedeas 

Decisions 

New Determinations. There are set 
forth below general area wage determi¬ 
nation decisions nos. AP-317, AP-318, 
and AP-319 of the Secretary of Labor. 
These decisions specify, in accordance 
with applicable law and on the basis of 
information available to the Department 
of Labor from its study of local wage 
conditions and from other sources, the 
basic hourly wage rates and fringe bene¬ 
fit payments w T hich are determined to be 
prevailing for the described classes of 
laborers and mechanics employed in con¬ 
struction activity of the character and in 
the localities specified therein. These 
decisions are applicable to Federal and 
federally assisted construction in the 
described localities in the States of Ar¬ 
kansas and Louisiana. 

The determinations in these decisions 
of such prevailing rates and fringe bene¬ 
fits have been made by authority of the 
Secretary of Labor pursuant to the pro¬ 
visions of the Davis-Bacon Act of 
March 3,1931, as amended (46 Stat. 1494, 
as amended, 40 U.S.C. 276a) and of other 
Federal statutes referred to in 29 CFR 
1.1 (including the statutes listed at 36 
F.R. 306 following Secretary of Labor's 
Order No. 24-70) containing provisions 
for the payment of wages which are de¬ 
pendent upon determinations by the Sec¬ 
retary of Labor under the Davis-Bacon 
Act; and pursuant to the provisions of 
Part 1 of Subtitle A of Title 29 of Code of 
Federal Regulations, Procedure for Pre¬ 
determination of Wage Rates, and of 
Secretary of Labor's Orders 12-71 and 
15-71 (36 F.R. 8755, 8756). The prevail¬ 
ing rates and fringe benefits determined 
In these decisions shall, in accordance 
with the provisions of the foregoing 
statutes, constitute the minhnum wages 
payable on Federal and federally assisted 
construction projects to laborers and 
mechanics of the specified classes en¬ 
gaged on contract work of the character 
and in the localities described therein. 

Good cause is hereby found for not 
utilizing notice and public procedure 
thereon prior to the issuance of these 
determinations as prescribed in 5 U.S.C. 
553 and not providing for delay in effec¬ 
tive date as prescribed in that section, 
because the necessity to issue construc¬ 


tion Industry wage determinations fre¬ 
quently and in large volume causes pro¬ 
cedures to be impractical and contrary 
to the public interest. 

These wage determinations are effec¬ 
tive for a period of 120 days from the date 
of publication in the Federal Register 
and are to be used in accordance with the 
provisions of 29 CFR Part 5. Accordingly, 
the applicable determination together 
with any modifications issued subsequent 
to this date during this 120-day period, 
shall be made a part of every contract for 
performance of the described work with¬ 
in the geographic area indicated as re¬ 
quired by an applicable Federal prevail¬ 
ing wage law and 29 CFR Part 5. The 
wage rates contained therein shall be 
the minimum paid under such contract 
by contractors and subcontractors on the 
work. 

Modifications and Supersedeas Deci¬ 
sions to Area Wage Determination 
Decisions 

Modifications and/or supersedeas de¬ 
cisions to area wage determination de¬ 
cisions for specified localities in the 
States of Alaska, California, Delaware, 
District of Columbia, Idaho, Illinois, 
Kansas, Louisiana, Maryland, Missouri, 
Nevada, New Jersey, Oklahoma, Penn¬ 
sylvania, Tennessee, Texas and Virginia. 

Area wage determination decisions 
published in the Federal Register on the 
following dates: 

Decision No. 

AM-1,706; AM-1.707; AM- 

I, 708; AM-1,710. AM-1,711; 

AM-1,714; AM-1,720. 

AM-1,849; AM-1,853. 

AM-2,626 (AP-224). 

AM-9.681. 

AM-11409 (AP-313). 

AM-6,713; AM-6,714; AM- 

6.715; AM-6,718(AP-503); 

AM-11,411(AP-316). 

AM-11,414 (AP-314); AM- 

II, 415 (AP-315). 

AM-6.724 .-. 

AM-6,725; AM-6,726; AM- 

6,727. 

AM-6.729 (AP-225). 

AM-6,728 . 

AM-9,323; AM-11,425. 

AM-11,426 . 

AM-9.699 . 

AP—204 (AP-227); AP-205 

(AP-228); AP-206 (AP- 

226); AP-302; AP-303; AP- 
408. 

AP-305; AP-409; AP-410; 

AP—411. 

AP-8; AP-306; AP-307; AP- 
308; AP-502(AP-503). 

Are hereby modified and/or superseded 
as set forth below. Supersedeas decision 
numbers are in parentheses following the 
number of the decision being superseded. 


Date 

Aug. 11, 1971. 


Aug. 20, 1971. 
Sept. 3, 1971. 
Feb. 25, 1972. 
Mar. 31, 1972. 
April 14, 1972. 


April 21, 1972. 

April 28, 1972. 
May 5, 1972. 

May 12, 1972. 
May 19, 1972. 
June 16, 1972. 
June 23, 1972. 
June 30, 1972. 
July 7, 1972. 
July 28, 1972. 


Aug. 4, 1972. 
Aug. 11, 1972. 


These modifications and/or super¬ 
sedeas decisions are based upon informa¬ 
tion obtained concerning changes in pre¬ 
vailing hourly wage rates and fringe 
benefit payments since these determina¬ 
tions were issued. 

The determinations of prevailing rates 
and fringe benefits made in these modi¬ 
fications and/or supersedeas decisions 
have been made by authority of the Sec¬ 
retary of Labor pursuant to the provi¬ 
sions of the Davis-Bacon Act of March 3, 
1931, as amended (46 Stat. 1494, as 
amended, 40 U.S.C. 276a) and of other 
Federal statutes referred to in 29 CFR 
1.1 (including the statutes listed at 36 
F.R. 306 following Secretary of Labors 
Order No. 24-70) containing provisions 
for the payment of wages which are de¬ 
pendent upon determination by the Sec¬ 
retary of Labor under the Davis-Bacon 
Act; and pursuant to the provisions of 
Part 1 of Subtitle A of Title 29 of Code 
of Federal Regulations, Procedure for 
Predetermination of Wage Rates, and of 
Secretary of Labor’s Orders 13-71 and 
15-71 (36 F.R. 8755, 8756). The prevail¬ 
ing rates and fringe benefits determined 
in the foregoing area wage determination 
decisions, as hereby modified, and/or 
superseded shall, in accordance with the 
provisions of the foregoing statutes, con¬ 
stitute the minimum wages payable on 
Federal and federally assisted construc¬ 
tion projects to laborers and mechanics 
of the specified classes engaged in con¬ 
tract work of the character and in the 
localities described therein. 

The modifications and/or supersedeas 
decisions are effective from their date of 
publication in the Federal Register un¬ 
til the end of the period for which the 
determinations being modified and/or 
superseded were issued and are to be used 
in accordance with the provisions of 29 
CFR Part 5. 

Any person, organization, or govern¬ 
mental agency having an interest in the 
wages determined as prevailing is en¬ 
couraged to submit wage rate informa¬ 
tion for consideration by the Depart¬ 
ment. Further information and self- 
explanatory forms for the purpose of 
submitting this data may be obtained by 
writing to the U.S. Department of Labor, 
Employment Standards Administration, 
Office of Special Wage Standards, Divi¬ 
sion of Wage Determinations, Washing¬ 
ton, D.C. 20210. The cause for not utiliz¬ 
ing the rule-making procedures pre¬ 
scribed in 5 U.S.C. 553 is set forth in the 
document being modified. 

Signed at Washington, D.C., this 18th 
day of August 1972. 

Horace E. Menasco, 
Administrator, 
Wage and Hour Division. 
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(37 FR 7429 - April 14, 19?2) 
Laclede, Lawrence, & Earton Cos., Me 

Change : 

Power Equipment Operator 
schedule (Laclede A Barton Cos.) 

DECISION # AM-6,714 - Mod. 2 

(37 FR 7431 - April 14, 1972) 

Holt County, Missouri 

Change : 

Power Equipment Operator schedule 

MSCISIfoi - Mod. n 

(37 FR 7432 - April 14, 1972) 

Pettis & Linn Counties, Missouri 

Change : 

Power Equipment Operator schedule 
Laborers schedule (Linn County) 

DECISION fr AM- 6, 724 - Mod. 2 

(37 FR 6642 - April 28, 1972) 

Cass, Clay, Jackson, Platte, A 

Ray Counties, Missouri and Johnson 

A Wyandotte Counties, Kansas 

Change: 

Heavy & Highway Construction: 

Power Equipment Operator 
schedule (Cass County, Missouri) 

DECISION # AM-6,728 - Mod. #2 
(37 FR 10253 - May 19, 1972) 

Cass, Clay, Jackson, Platte, A Ray 
Counties, Missouri and Johnson A 
Wyandotte Counties, Kansas 

Change : 

Heavy A Highway Construction: 

Power Equipment Operator 

schedule (Cass County, Missouri) 
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4.81 
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DECISION #AP-8 - Mod. #1 

(37 FR 16321 - August 11, 1972) 

Cook County, Illinois 

Change: 

Power Equipment Operators (Heavy, 
Sewer & Highway Construction): 
Class I 

Class II 

Class III 

Class IV 

Class V 

DECISION #AP-302 - Mod. #2 

(37 FR 15225 - July 28, 1972) 
Calcasieu Parish, Louisiana 

Change: 

Laborers: 

Laborers 

Air tool operator(except Jack¬ 
hammer) 

Mortar Mixers & Jackhammer Opera¬ 
tors 

Mason Tenders & Plasterer Tenders 
Pipelayers(concrete & clay) 

DECISION #AP-303 - Mod. #2 

(37 FR 15227 - July 28, 1972) 
Calcasieu Parish, Louisiana 

Change: 

Laborers: 

Laborers 

Air tool operator(except Jack¬ 
hammer) 

Mortar Mixers & Jackhammer Opera¬ 
tors 

Mason Tenders & Plasterer Tenders 
Pipelayers(concrete & clay) 
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DECISION #AM-U,425 - Mod. 06 
(37 PR 12014 - June 16, 1972) 
Nueces County, Texas 

Change: 

Building ConstructIon: 

Plumbers - Steamfitters 

DECISION 0 AM-11.42 6 - Mod. #5 

(37 PR 12437 - June 23, 1972) 

El Paso, Culberson & Hudspeth 

Counties, Texas 

Change: 

Building Construction: 

Laborers: 

Outside wagon drill; wagon 
drill tenders; miner 

Cement gun or gunlte; mason 
tender; mortar mixer; machine 
man; track man; chuck tender 
Pipelayer, main sewer and 
drainage 

Jackhammer operator, asphalt 
raker; kettlemen; asphalt or 
pot man 

Common 

Omit from Counties: 

Culberson & Hudspeth 

DECISION 0AP-3O5 - Mod. 02 

(37 PR 13831 - August 4, 1972) 
Harris County, Texas 

Omit: 

Building Construction: 

Painters: 

Brush 

Roller, steam cleaning, pneu¬ 

matic tools 

Spray 

Sandblasting-waterblasting 

Steeple Jack work, hot material 
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STATE: Idaho COUNTIES: Bannock, Bear Lake, Bingham, Bonneville 

Caribou, Clark, Franklin, Fremont, Jefferson, 
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